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TUESDAY, APRIL 2, 1957 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room G—16, 
the Capitol, Hon. Warren G. Magnuson, chairman of the subcom- 
mittee, presiding. 

Present: Senators Magnuson, Ellender, Robertson, Saltonstall, 
Dirksen, and Potter. 


SXECUTIVE OFFICE OF THE PRESIDENT 
Councit oF Economic ADVISERS 


STATEMENTS OF RAYMOND J. SAULNIER, CHAIRMAN; JOSEPH S. 
DAVIS, MEMBER; PAUL W. McCRACKEN, MEMBER; AND COLLIS 
STOCKING, ADMINISTRATIVE OFFICER 


SALARIES AND EXPENSES 


Senator Maanuson. The committee will come to order. 

Let the record show our first witness will be Raymond J. Saulnier, 
Chairman of the Council of Economic Advisers. 

Mr. Sauunter. That is right, sir. 

Senator Magnuson. We will be glad to hear from you, Mr. Saulnier. 
But before you proceed, let me present a little background information 
on this particular appropriation. 

Your appropriation for 1957 amounted to $365,700, your estimates 
for 1958 were $398,000, and the House recommended $375,000. 

Mr. Savuunter. That is right, Mr. Chairman. 

Senator Macnuson. That is a plus of $9,300 over the 1957 appro- 
priations, but a cut of $23,000 by the House. 
| Mr. Sautnier. That is correct. 


LETTER TO SUBCOMMITTEE 


Senator Maanuson. I notice you sent a letter to this subcommittee, 
addressed to me, stating your position. That letter will be placed 
into the record in full at this point. 

Mr. Savutnrer. Thank you, sir. 

(The letter referred to follows: ) 
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CounciL or Economic ApvttrrRs, 


Washington, March 15, 1967. 
Hon. WarrEN G. MAGNUSON, 


Chairman, Subcommittee on General Government Matters, 
Committee on Appropriations, United States Senate, Washington, D. C. 


Dear SENaTOR MaGnuson: I appreciate very much your letter of March 8 
inquiring whether the Council of Economie Advisers wishes to suggest any changes 
in the general Government matters appropriation bill for 1958, and whether we 
desire a hearing at which our views might be presented. 

Our original budget request for $398,000 for the fiscal year 1958 represented 
our best judgment of the funds needed to carry out our responsibilities under the 
Employment Act. This sum would have enabled us to meet the mandatory 
contributions to the Government retirement fund and, in addition, to fill, in the 
fiscal year 1958, certain positions that had been vacant because of our inability to 
recruit qualified personnel in the fiscal year 1957. However, we can accommodate 
ourselves to the amount proposed in the House appropriations bill and I do not 
feel that it is essential from our viewpoint or from the viewpoint of the public 


interest that a hearing be scheduled. Accordingly, I am making no request for 
such a hearing. 


Again, may I thank you for your courtesy in extending to us the opportunity 
to state our views before your subcommittee. 
Sincerely yours, 


RayMonp J. SAULNIER, Chairman: 
ACCEPTANCE OF REDUCTION 


Senator Magnuson. I understand you feel you can get along with 
the cut of $23,000? 

Mr. Sautnier. We feel, Mr. Chairman, that we can accommodate 
ourselves to that cut. But we would respectfully point out that ac- 
eommodating ourselves to that will involve a personnel force below 
what was provided for in the 1957 appropriation. 

Senator Macnuson. What activity would that curtail? Would it 
curtail your activity generally, or would it be in any specific activity? 

Mr. Saunier. We would, Mr. Chairman, have to accommodate 
ourselves by giving up the services possibly of 1 staff expert and pos- 
sibly 2 statisticians. 

We have wanted to have a staff expert on problems of competition 
and monopoly. We would, under this appropriation of $375,000, 
have to do without a full-time person in that capacity. 


ANALYSIS OF WORK 


Senator Macnuson. You have submitted to the committee, have 
you not, a detailed analysis of the work of the Council, its objectives 
and, generally speaking a breakdown of the budget requested for the 
fiscal year 1958? 

Mr. Sautnier. We have submitted such a statement to the com- 
mittee, Mr. Chairman. 

Senator Macnuson. That will be placed into the record in full. 

Mr. Sauunrer. Thank you. 

(The statement referred to follows:) 


Cowncru: or Economic ApvisErRs BupGet REQuEsT FoR FiscaL YEAR 1958 


The Council of Economic Advisers respectfully requests an appropriation of 
$398,000 for the fiscal year 1958. Although this sum is $32,300 above the amount 
appropriated for fiscal year 1957, it does not provide for any increase in staff or 
expansion of activities. Instead, $12,500 is to support increases in the salaries for 
the Council members as provided for in the Executive Pay Act of 1956; $5,500 for 
other salary adjustments; and $14,300 for contributions to the civil service retire- 
ment fund as required by Public Law 854 (84th Cong., 2d Sess.). 





GENERAL GOVERNMENT MATTERS APPROPRIATIONS; 1958 3 


The duties of the Council are set forth in the Employment Act of 1946. They 
involve: (1) Analyzing trends in the national economy and its various segments; 
(2) advising the President on major economic developments; (3) appraising the 
economic programs and policies of the Federal Government; (4) reviewing and 
recommending policies for the Nation’s economic growth and stability; and (5) 
assisting in the preparation of economic reports of the President to the Congress. 

(1) Analyzing economic trends involves continuous attention to the 
behavior of production, employment and unemployment, income, trade, 
prices, ete. This requires, among other things, extensive cooperation with 
other agencies of the Government, and with business, labor, and other private 
economic groups. 

(2) Keeping the President posted on economic developments is likewise 
a continuous responsibility. The Chairman of the Council meets regularly 
once a week with the President, and sometimes more often, on call from the 
President, to advise him on significant economic events and to aid him in 
considering the economic consequences of various policy measures. This 
advisory activity requires the preparation of statistical materials, the identifi- 
eation and analysis of favorable and unfavorable economic developments, 
and the systematic presentation of policy considerations. 

(3) Appraising the economic programs and policies of the Federal Govern- 
ment requires that the Council directly, and through its staff, be in day-to-day 
touch with the other departments and agencies. Only in this way can the 
Council be fully effective in helping agencies work out their own programs 
and policies for promoting the stability and growth of our economy, and in 
advising the President as to the consistency of the numerous Federal eco- 
nomic programs. 

(4) Reviewing and recommending policies for the Nation’s economic 
growth and stability is one of the basic responsibilities of the Council. This 
aspect of the Council’s work has been ere by the establishment by 
the President of the Advisory Board on Economic Growth and Stability. 
This Board is made up of high officials of various departments and agencies 
of the Government, and is under the chairmanship of the Chairman of the 
Council. The Board meets a fundamental need in Government by providing 
a forum at which thinking on economic policy of the various departments and 
agencies can be compared and coordinated. 

(5) Assisting in the preparation of economic reports of the President to 
the Congress constitutes an exacting and time-consuming assignment for 
the Council and its staff. An up-to-the-minute appraisal is made of the 
national economic scene, developments most significant for future trends 
are identified, general objectives of economic policy are set forth, and specific 
policies and programs are recommended. he performance of these func- 
tions involves detailed work with other Government agencies, and the sifting 
of advice from representatives of business, labor, agriculture, the economics 
profession, and State and local governments. 

In performing these duties the Council needs a staff of experts. The Council’s 
staff will continue to be made up primarily of a small group of highly competent 
economists who have established a reputation for judgment and skill in objective 
analysis. Staff assignments will continue to be made so that developments in the 
major fields of economics embraced by the Council’s responsibilities—national 
income, a finances, money and banking, business organization, construction 
and public works, manpower, agriculture, international trade and finance, tech- 
nology, social security, prices, productivity, ete.—will be under the watchful 
eye of an expert. Staff members, some of whom cover more than one field, will 
be responsible in their respective fields for eliciting the cooperation of Government 
and non-Government experts and specialists in analyzing and evaluating the 
significance of current economic developments. 
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Detail of budget request 
01 Personal services: 


Permanent: 
SE: Couneih membere acai) sihds Ss ews cecbis-snuvextic $60, 500 
2 MBC ATs i cede elie edd 16, 420 
5e DOSING dk 23 asieasiwn Lwocmotkanecitesadetgaide 159, 600 
S PRCTREATIOR 2 cares i cid s cdmuNkehe aeedecde 38, 075 
SIE ais inci eberchp rine Sein itdnd 0 Git Wik <ite Eh 36, 385 
MPROUNONOOS . srdkés ick’ casita caste adenuned Cdl. ..cia- 3, 685 
314, 665 
Allowance for overtime.._......-...i..- 2.2 -4-4s.-- 7, 000 
Regular pay in excess of 52 weeks__..._..........-.-- l, 000 
ASE DAC ONOBE LOM heist abit. <4 cris cola “awd 322, 665 
Part-time: 
Consultants equivalent to approximately 2 man-years)_. 22, 000 
DO cies tinmricianiaindeds ticeamtsetcoen Moana tl ioe hone « — 12, 165 
‘otek personal. ser sieets «siaines dicicsumubiad wcdaecuude 332, 5 


OTHER OBJECTS 

RT i ck aol 4 Bebe. alin neue) ann bn darlin eke le etn ire LAN lie dh 12, 000 

04 Communications (primarily telephone) -- ..._......-..-------- 

06 . Printing and reproduction ($12,000 for 1 major economic report of 
the President; $2,000 for other printing and reproduction) _ .__ 14, 000 

07 Other contractual services—Services performed by other agencies; 
administrative services, special tabulations, security investiga- 
tions, health services, chart work, and equipment and car 





I I Et 15, 500 
08 Supplies and materials___.....____-- Se et a bw ae ot heat 2, 200 
ot ES ENE SE Sa STIS RSP TOE Ss 252 Se ERS 1, 500 
11 Grants, subsidies, and contributions (Contribution to retirement 
Ea a ae ie 14, 300 
ae, MMM GE SSTIROCUNUS es Sa i i 1, 000 
AR DUES. OUTST. _...'-t1 Souk etibalot the’ culaintnecsp sans ue 65, 500 
SS | ti EE IER IO AES: OTe ae PRR lll aia lm 398, 000 


01 «Personal services 


The estimate for personal services of $332,500 is to cover increases in the salaries 
of the Council members as provided for in the Executive Pay Act of 1956 and for 
other salary adjustments. 


02 Travel 


The estimate for travel is $12,000. It is expected that approximately $2,500 
will be spent on travel by Council members, and the remainder by the Council’s 
staff and consultants. 


04 Communications 


The major part of the $5,000 estimated for this purpose is for the rental of 
telephone equipment. The remainder is for long-distance telephone ‘service, 
telephone operators, postage, and telegrams. 


06 Printing and reproduction 


The $14,000 requested will cover expenses for the printing of 1 major Economic 
Report of the President, and such supplementary reports as circumstances May 
indicate desirable. 


O07 Other contractual services 


The Council expects to spend $15,500 for services performed by other agencies. 
This will include $8,600 to be paid to the Bureau of the Budget for administrative 
services, $300 for health service, $2,500 for security investigations, $3,000 for 
chart work, and $1,100 for miscellaneous repairs and services. 


08 Supplies and materials 


The estimate of $2,200 is based on past experience of the Council and includes 
office supplies and materials, newspapers and periodicals, and the like. 
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09 Equipment 
The estimate of $1,500 is also based on experience in preceding years. 
11 Grants, subsidies, and contributions 


The estimate of $14,300 for the civil service retirement fund is based on the 
salaries of individuals covered by civil service who are employed by the Council. 


15 Taxes and assessments 

The estimate of $1,000 covers the Council’s contribution to the old-age and 
survivors insurance, for the non-civil-service employees. 

Senator Macnuson. If you have nothing further to add, we thank 
you for coming before us. We appreciate your testimony. 

Mr. Sautnrer. Thank you very much. 


NATIONAL SECURITY COUNCIL 


STATEMENTS OF JAMES §. LAY, Jr., EXECUTIVE SECRETARY, AND 
EDWARD R. SAUNDERS, BUDGET OFFICER 


SUMMARY OF APPROPRIATION ACTION TO DATE 


Senator Maanuson. Next we have the National Security Council, 
being represented here today by Mr. James S. Lay, Jr. You may 
come forward, Mr. Lay. 

I understand, Mr. Lay, that your appropriations for the National 
Security Council for the year 1957 amounted to $248,000, and your 
estimates for 1958 amounted to $710,000. 

Mr. Lay. That is correct. 

Senator Macnuson. The House recommended $700,000, which is 
an increase of $452,000 over your 1957 appropriations, but it is a cut 
of $10,000 in the figure presented by the Bureau of the Budget. That 
is correct, is it not? 

Mr. Lay. A cut of $10,000 from the request. That is right, Mr. 
Chairman. 

Senator Macnuson. In order that the record will be clear here, 
let me state that the House points out that the bill contained a recom- 
mended $700,000, which is again a decrease from the requested figure 
but is an increase of $452,000 over the 1957 appropriations. The 
entire increase, the House says, is as a result of the inclusion in this 
item of the funds for the Operations Coordinating Board, which has 
heretofore been financed from appropriations made to the Departments 
of State and Defense and the Central Intelligence Agency. 

Mr. Lay. That is correct. 


LETTER TO SUBCOMMITTEE 


Senator Maanuson. For the record here, you might perhaps ex- 
plain that. I understand you have a statement. However, before 
you proceed, we will place into the record at this point, in full, the 
letter which you sent to the chairman here. 

Mr. Lay. That will be fine, sir. 

(The letter referred to follows:) 
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ExeEcvuTIvE OFFICE OF THE PRESIDENT, 
NatvIonaL Security Councit, 


Washington, D. C., March 15, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in Charge of the General Government Matters A ppro- 
priation Bill for 1958, United States Senate, Washington, D. C 


Dear Senator MacGnuson: I wish to acknowledge with a Menertn your 
letter of March 8, 1957, extending the opportunity to indicate whether any changes 


= H. R. 5788 are required in the public interest and whether a hearing is desired 
thereon. 


As passed by the House on March 13, the general government matters ap- 
propriation bill for 1958 (H. R. 5788) contains a recommendation for the ap- 

ropriation of $700,000 to the National Security Council, which is a decrease of 
$10,000 in the budget estimate for this agency. This original estimate con- 
templated saving $25,231 out of an increase over fiscal year 1957 of $37,231 
required by the statutory increase in the Federal retirement fund, and a reduction 
of one in the personnel authorized for fiscal year 1957. Although the decrease of 
$10,000 in H. R. 5788 will therefore necessitate rearrangement in Council ad- 
ministration, I am authorized to advise that the Council is prepared to absorb 
the reduction. 


Therefore, no request is made for a hearing in order to propose a change in 
H. R. 5788 


Sincerely, 


James S. Lay, Jr., 
Executive Secretary. 


OPERATIONS COORDINATING BOARD 


Senator Maenuson. Just what is this new activity that must be 
financed now through your budget rather than the other budget, 
Mr. Lay? 

Mr. Lay. Mr. Chairman, may I explain that. Because this is a 
new activity, I have statements here which I would appreciate 
submitting. 

Senator Macnuson. You may read your statement. 

Mr. Lay. One is by Mr. Cutler, the Special Assistant to the 
President, who regrets he was unable to be here today, but would 
meri with your permission, submitting a statement. 

enator Magnuson. You may proceed with the statement. 


STATEMENT OF RoBERT CUTLER, SpEcIAL ASSISTANT TO THE PRESIDENT FOR 
NATIONAL SEcuRITY AFFAIRS 


Mr. Lay (reading): “I am presenting a brief statement in support 
of the appropriation requested for the National Security Counet fox 
fiscal year 1958. Last year the appropriation for the National 
Security Council was $248,000; this year the appropriation requested 
totals $710,000. 
“The difference derives primarily from the President’s plan—which 
I shall explain—to incorporate within the National Security Council 
structure the Operations Coordinating Board, heretofore financed 
as an interdepartmental committee or group out of the budgets of the 
member agencies. Therefore, the actual increase in the estimated 
cost of the executive branch represented by this appropriation request 
for fiscal year 1958 is $12,000 over the auenoaio estimated cost for 
fiscal year 1957. The remaining $450,000 of the total $462,000 in- 
crease is accounted for principally by transferring to the National 
Security Council budget for fiscal year 1958 requested appropriations 
for the Operations Coordinating Board, which in fiscal year 1957 and 
prior years were financed out of the budgets of the member agencies. 





| 
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“In preparing this appropriation request, a sincere effort has been 
made to achieve all feasible savings without impairing the services 
necessary for the effective functioning of the National Security Council 
and its supporting bodies. * * *” 


TOTAL BUDGET INCREASE 


Senator Maenuson. Generally speaking, despite this transfer, which 
comes from your budget rather than the other budget, the increase 
in the so-called executive budget amounts to only $12,000; is that 
not correct? 

Mr. Lay. In our appropriation request, Mr. Chairman, it amounted 
to only $12,000. 

Senator Magnuson. Is that with the House cut, or without the 
House cut? 

Mr. Lay. That is without the House cut. 

Actually, Mr. Chairman, I might explain that there was a total 
statutory increase, due to the Federal retirement fund, of $37,000, 
of which our appropriation request would have absorbed $25,000, 
netting the $12,000 increase. 

The effect of the House reduction of $10,000 would be to require 
the absorption of practically the entire Federal retirement fund 
increase. 

Senator Maanuson. So that, actually, you are a little bit under 
your last year’s budget for the operation, are you not? 

Mr. Lay. Except for the Federal retirement fund. 

Senator Maanuson. If you add the $37,000, though, which is 
mandatory in this year’s budget, you are a little under last year’s 
budget, are you not? 

r. Lay. That is correct, sir. Although after the House reduction 
a net increase of $2,000 remains, there would be an actual reduction 
of $35,000 compared with similar expenses last year. 

Senator Magnuson. Now, will you proceed with the statement, 
Mr. Lay, please? 

Mr. Lay. ‘“‘* * * In fact, the principal reason for the net increase 
of $12,000 is the statutory increase in the Federal retirement fund, 
amounting to over $37,000, of which over $25,000 has been saved by 
reductions in personnel and other costs. 

“The House of Representatives, in H. R. 5788, has reduced the 
National Security Council appropriation by $10,000 to $700,000. As 
will be explained later, such a reduction will require rearrangement 
in Council administration, but the Council is prepared to absorb this 
reduction while trying to minimize its effect upon necessary services. 

“First, however, I should like to describe the present organization 
of the National Security Council, including the relation between the 
Council and the Operations Coordinating Board, to be provided by 
the Executive order issued by the President on February 25. The 
Council’s Executive Secretary, Mr. Lay, and the Board’s Executive 
Officer, Mr. Staats, will then discuss the details of the requested 
appropriation. 

THE NATIONAL SECURITY COUNCIL 


“The National Security Council was established by the National 


Security Act of 1947. Its creation reflected a recognition by Congress 
of the fact that the temporary arrangements established in World 
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War IT to formulate policies on national security matters were inade- 
quate to meet the needs of the President for policy advice in the 
postwar era, an atomic age in which the United States emerged as a 
world leader with new and wider responsibilities. 

“The statutory function of the Council is to advise the President 
with respect to the integration of domestic, foreign and military poli- 
cies relating to the national security. The Council performs this 
function by recommending to the President policies and programs re- 
quired for our national security in the light of the world situation. 
It also reviews periodically the status of all United States security 
policies and programs in the light of changing world conditions and 
recommends such modifications in them as may be required by present 
circumstances or anticipated developments.”’ 

I might explain, Mr. Chairman, this is a brief description of the 
organization of the Council and of the Board. I do not know whether 
you wish me to read the entire statement by Mr. Cutler and my own, 
or put them into the record. 


Senator Macnuson. We could put them into the record. 
The chairman is familiar with the Council and its functions. 
(The remainder of Mr. Cutler’s statement follows:) 


NATIONAL SECURITY COUNCIL 


The Council has five statutory members—the President, who is Chairman; 
the Vice President; the Secretary of State; the Secretary of Defense; and the 
Director of the Office of Defense Mobilization. By law, the Central Intelligence 
Agency is under the direction of the Council and is its intelligence adviser, and 
the Joint Chiefs of Staff are the Council’s military advisers. Accordingly, the 
Director of Central Intelligence and the Chairman, Joint Chiefs of Staff, regularly 
attend Council meetings. By invitation of the President, the Secretary of the 
Treasury and the Director of the Bureau of the Budget regularly participate in 
Council deliberations. As authorized by the President, the Director, United 
States Information Agency, and certain top staff also attend. In addition, the 
heads of other executive departments and agencies, at the President’s direction, 
participate with the Council in discussion of matters of direct concern to them. 
Thus, the Attorney General, the Federal Civil Defense Administrator, and the 
Chairman, Atomic Energy Commission, are frequent participants. 

To obtain nongovernmental perspectives on national security problems and to 
increase public understanding of those problems, the President on occasion ap- 
points, on an ad hoc basis, civilian consultants as informal advisers to the Council. 


THE NSC PLANNING BOARD-—POLICY FORMULATION 


The Planning Board is the principal body for formulating the policy recom- 
mendations which the Council considers. It is made up of representatives, with 
the rank of Assistant Secretary, of the people who sit at the Council table. The 
Planning Board participants are nominated by the respective Council participants 
and appointed by the President. Their work on the Board is their principal 
responsibility and has first call upon their time. The Board members have direct 
access to the heads of their respective agencies and authority to utilize the full re- 
sources of their agencies in performing their Board functions. The Planning 
Board meets at least twice each week, each meeting lasting 3 hours or longer. 
The Board members’ Staff Assistants meet several times a week to aid in drafting, 
revising, and refining material for the Planning Board. 


THE NSC STAFF 


The National Security Council and its Planning Board are presently supported 
by a small, career, nonpolicymaking staff provided for by the statute and headed 
by the Executive Secretary, Mr. Lay, and his deputy, Mr. Gleason. This staff 
currently consists of 28 persons, the greater part of whom are engaged in normal 
secretariat functions (such as preparation of agenda and records of action; repro- 
duction, distribution, filing, and control of highly sensitive, classified Council 
papers). Under the direction of the Deputy Executive Secretary, there is within 
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the NSC staff a small special staff which makes independent, impartial analyses of 
each policy proposal considered by the Council and Planning Board 

The N B& staff includes two specially qualified individuals who work closely 
with the responsible agencies in the internal security field, maintaing constant 
liaison with the Council’s two interdepartmental committees—the Interdepart- 
mental Intelligence Conference, chaired by the Director of the Federal Bureau of 
Investigation, and the Interdepartmental Committee on Internal Security, 
chaired by a representative of the Attorney General. 

The impartial services of the NSC staff are invaluable to the Council, to the 
Planning Board, and to me in sharpening and clarifying the issues presented to 
the Council, in performing essential secretariat functions, and in providing an 
historical continuity of exact knowledge. 


THE OPERATIONS COORDINATING BOARD-—POLICY COORDINATION 


In 1953, the President’s Committee on International Information Activities 
(the Jackson Committee) reeommended the establishment of an interdepart- 
mental group which would try to achieve a better dovetailing of the programs of 
the departments and agencies having responsibilities for carrying out approved 
national security policies. As a result of their recommendation the President on 
September 2, 1953, issued Executive Order No. 10483 creating the Operations 
Coordinating Board. 

The role of the OCB and its relation to the Council, the Planning Board, and 
the executive branch departments and agencies can be described by conceiving 
of the National Security Council being located at the top of ‘‘Policy Hill.” On 
one side of this hill, policy recommendations travel upward through the Planning 
Board to the Council, to be there thrashed out and submitted to the President. 
When the President has approved such a policy recommendation, it travels down 
the other side of “Policy Hill’ to the departments and agencies responsible for 
its execution. Each department or agency with a function to perform under the 
policy must prepare its program to carry out its responsibility. On the other side 
of the hill the President has established the Operations Coordinating Board, to 
which he refers the approved policy, directing the Board to advise with the rele- 
vant agencies as to their detailed operational planning and to coordinate inter- 
departmental aspects of the agencies’ programs. The Board does not make policy; 
it coordinates, expedites, follows up and seeks to resolve interagency differences. 
The Board also reports regularly to the Council on progress in the carrying out of 
approved national security policies. 

Three and one-half years of experience with the OCB as an interdepartmental 
group have proved its worth. Accordingly, the President recently decided to 
bring it into more direct relationship to the National Security Council. The new 
Executive order will incorporate the OCB in the NSC structure as a subsidiary 
body to the Council, performing advisory functions in conformity with the 
responsibilities of the Council under the National Security Act. The staff of the 
Board shall be transferred to the NSC and become a part of the NSC staff, with 
directly adjacent offices. 

Under the new Executive order the members of the Board will continue to be: 
the Under Secretary of State, the Deputy Secretary of Defense, the Director of 
Central Intelligence, the Director of the United States Information Agency, and 
one or more representatives of the President designated by the President. When 
the Executive order becomes effective, the Director, International Cooperation 
Administration, who currently participates in the work of the Board, will become 
a member of the Board. Under the order, the Chairman and Vice Chairman of 
the Board will be designated by the President, in evidence that the Board is now 
a part of his NSC mechanism. 

THE OCB STAFF 


The OCB has a small full-time staff under the immediate direction of Mr. 
Staats, to provide service and support for the Board and its supporting elements, 
as Mr. Staats will himself more fully describe. It is estimated that in fiscal year 
1958 a total of 49 persons will be required for this staff, a reduction of one com- 
pared with fiscal year 1957, 


CONCLUSION 


The integration of the Operations Coordinating Board within the Council 
structure is the latest development in the gradual evolution and strengthening‘of 
the Council mechanism which has occurred since the establishment of the Council 
in 1947. It is important in these critical times that the responsibilities for policy 
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formulation and the equally great responsibilities of assuring the carrying out of 
Council policies be organized so as to be as effective as possible. 

The executive secretary of the Council, Mr. Lay, and the executive officer of 
the Operations Coordinating Board, Mr. Staats, will discuss details of the requested 
appropriation and answer questions. 


Rospert CurLer. 
MEETINGS OF COUNCIL 


Senator Macnuson. Let me ask for the record, how many times 
does the National Security Council meet? 

Mr. Lay. It meets practically every week. It has a regular meeting 
date on Thursday morning in the White House. 

Senator MaGnuson. It would also meet upon call of the President, 
would it not? 

Mr. Lay. That is right; whenever he calls one. 

Senator MaGnuson. When he calls an emergency session of the 
Council, is that right? 

Mr. Lay. That is right, Mr. Chairman. 

Senator Macnuson. What is the total number of employees that 
you have? 

Mr. Lay. At present we have 28 on the staff of the National Se- 
curity Council. Those 28, under this proposed appropriation, would 
be continued with essentially the same functions, and excepting again 
the Federal retirement fund, at about the same appropriation. 

The addition would be by the transfer of the presently constituted 
staff of the Operations Coordinating Board to the National Security 
Council Staff. That would add 49 additional, making a total of 77, 
which, as far as the Operations Coordinating Board staff is concerned, 
is 1 less than this year’s personnel strength. 

Senator Macnuson. We will hear about the Operations Coordi- 
nating Board later, but I think the record should be clear that, as I 
understand it, although you have 28 people, you must be furnished 
with a great volume of information and facts and figures in order to 
appraise many of these problems that you have before the National 
Security Board. In those cases you rely upon the various agencies, 
do you not, to furnish you with much of the information you want to 
know? 

Mr. Lay. That is correct, Mr. Chairman. 

Senator Maanuson. Obviously, with 28 people, you could not 
come to any conclusions, on some of the broad problems, that you 
have before the National Security Council. 

Mr. Lay. That is right. 

Senator Macnuson. You rely upon the military for their informa- 
tion, upon the White House itself, and upon the various agencies 
which are represented in the National Security Council; is that correct? 

Mr. Lay. That is correct, Mr. Chairman. 


FUNCTIONS OF OPERATIONS COORDINATING BOARD 


Senator Macnuson. I think what this committee would like to 
know about a little more is this Operations Coordinating Board, 
what it does and what it means. 

Mr. Lay. The statement I was read:ng was Mr. Cutler’s statement. 

I have a brief statement of my own which I do not think it necessary 
to read unless you wish me to, sir, on the general picture. Then Mr. 
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Staats, Executive Office of the Board has a statement which will 
explain that additional function. 


Senator Maanuson. We will include your full statement in the 
record, Mr. Lay. 


(The statement referred to follows: ) 


I appreciate this opportunity to explain the requested appropriation of $710,000 
for the National Security Council for fiscal year 1958. his requested appropri- 
ation represents an increase of $462,000 over the $248,000 appropriated for fiscal 

ear 1957. 

. As previously indicated by Mr. Cutler, this $462,000 increase is accounted for 
principally by the planned integration within the National Security Council 
structure of the Operations Coordinating Board which is currently being financed 
from appropriations of the member agencies of OCB. Specifically, OCB is being 
financed by the transfer of funds from certain member agencies to a working fund 
established in the Department of State, which administers the fund and provides 
certain other administrative services. Total expenditures of $450,000 are esti- 
mated for the OCB during fiscal year 1957, as compared with the $445,000 
requested for this activity in the NSC budget estimate for fiseal year 1958. 

The total request of $710,000 for the NSC in fiscal year 1958, therefore, rep- 
resents a net increase of $12,000 over the $698,000 estimated expenditures for 
both the NSC and the OCB during fiscal year 1957. This net increase is due 
primarily to the statutory increase in the Federal retirement fund which amounts 
to $37,231. Except for this latter increase, the fiscal year 1958 combined estimate 
for the NSC and the OCB represents a decrease of over $25,000 below the com- 
parable expenses for the NSC and the OCB during fiscal year 1957, 

To be specific, the estimated increase in the Federal retirement fund and smaller 
increases in personal services and in supplies and materials, are offset to a great 
extent by a substantial decrease in other contractual services and smaller decreases 
in printing and reproduction and in equipment. The largest single savings within 
other contractual services is $22,723 in guard services, resulting from the location 
of the OCB staff within the same restricted area as the NSC staff in the Executive 
Office Building. Partially offsetting this savings within other contractual services 
is an increase of $14,392 as reimbursement for administrative services. Adminis- 
trative services currently being provided to the NSC staff by the Central Intelli- 
gence Agency, because of the smaller amount involved, have been provided largely 
without reimbursement by NSC. However, in view of the increased cost of these 
administrative services when the NSC and OCB staffs are consolidated, it is con- 
templated that the Central Intelligence Agency will be reimbursed for such serv- 
ices from the NSC appropriation in fiscal year 1958. 

Of the $710,000 requested for the NSC in fiscal year 1958, $265,000 is applicable 
to the continued activities of the NSC staff as currently constituted. As described 
by Mr. Cutler, the present NSC staff provides not only the usual secretariat serv- 
ices, but also performs independent and objective analyses of the policy issues 
under study by the Council and its Planning Board. 

In keeping with these functions of a non-policy-making character, the present 
NSC staff is composed of 28 career personnel, in accordance with the provisions 
of the National Security Act. The number and functions of these 28 current 
NSC staff members are not expected to change appreciably in fiscal year 1958 as 
compared with fiscal year 1957. The increase of $17,000 for this staff over the 
$248,000 appropriated for fiscal year 1957 is due almost entirely to additional 
contributions to the Federal retirement fund, amounting to nearly $15,000. 

There would, therefore, be practically no increase in the fiscal year 1958 esti- 
mate for the NSC staff as presently constituted compared with fiscal year 1957, 
except for the added amount required by statute for the Federal retirement fund. 
Actually, the workload on the present NSC staff would require an additional 
clerk-typist in fiscal year 1958 if the integration of the OCB staff within the NSC 
staff were not contemplated. Not only will this additional position not be re- 
quired, however, but increased effectiveness is anticipated as a result of the planned 
integration of the NSC and OCB staffs. Such integration should reduce the 
inevitable peaks and valleys in such administrative work, and improve accuracy 
and speed, without added personnel. 

In summary, the requested appropriation of $710,000 for fiscal vear 1958 actu- 
ally represents a net increase of $12,000 over the comparable amount estimated 
to be spent in fiscal year 1957. This net increase reflects savings of over $25,000 
which absorbs about two-thirds of the more than $37,000 statutory increase in 
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the Federal retirement fund. Moreover, total personnel contemplated under this 
. fiscal year 1958 request will be one person less than authorized in fiscal year 1957. 

The House of Representatives in H. R. 5788 has reduced the National Security 
Council appropriation to $700,000 from the $710,000 requested. This reduction 
of $10,000, when added to the $25,000 savings included in the original request, 
will require the absorption of almost all of the statuory increase in the Federal 
retirement fund, leaving a net increase of $2,000 in fiscal year 1958 over fiscal 
year 1957. Saving this additional $10,000 will involve reductions in the extent 
of the services now provided to the National Security Council and its supporting 
bodies. However, as mentioned by Mr. Cutler, the Council is prepared to absorb 
this reduction, and we on the NSC staff will make every effort to minimize the 


effect of this reduction by continuing to provide as effective and efficient services 
as possible. 


With your permission, Mr. Staats will now describe that portion of the fiscal 


year 1958 budget estimate which is applicable to the OCB staff as it is currently 
constituted. 


OPERATIONS COORDINATING BOARD 


STATEMENT OF ELMER B. STAATS, EXECUTIVE OFFICER 
GENERAL STATEMENT 


Senator Macnuson. Mr. Staats, we can place your full statement 
in the record and then you can tell us briefly what this Operations 
Coordinating Board is about because this is a change. 

Mr. Sraats. I have a detailed statement. Since this is the first 
time the budget for the Operations Coordinating Board has been 
separately reviewed by the committee, you might prefer that I read 
the entire statement. 

Senator Magnuson. Then perhaps you might as well read it 
because I think there will be questions as to what that Board does. 

Mr. Sraats, It might actually take less time to do that than to 
try to explain it otherwise. 

Senator Magnuson. Very well. 

Mr. Staats. I appreciate this opportunity to appear before the 
committee to explain the request for funds to finance the Operations 
Coordinating Board of the National Security Council for the fiscal 
year 1958. 

SOURCE OF FUNDS 


As outlined previously in statements submitted by Mr. Robert 
Cutler and Mr. James &. Lay, the funds to finance the Board for the 
current fiscal year, as well as in the fiscal years 1954, 1955, and 1956, 
were provided from funds appropriated to the member agencies 
of the Board. This has been done under authority of section 214 of 
the act of May 3, 1945, 59 Statute 134 (31 U.S. C. 691) which author- 
izes the use of agency funds to defray the expenses of interdepartmental 
boards and the committees on which they participate as members. 

Of the $710,000 requested for the National Security Council for 
fiscal year 1958, $445,000 is to provide for the Operations Coordinating 
Board. This amount compares with estimated expenditures in fiscal 
year 1957 of $450,000, fiscal 1956 actual expenditures of $445,555, and 
fiscal year 1955 actual expenditures of $444,258. 

The reduction of $5,000 for the expenses of the Operations Coordi- 
nating Board has been achieved in spite of the mandatory contribution 
to the Federal retirement fund in the amount of $22,649— this is part 
of the $37,000 Mr. Lay has just referred to— and the required payment 
in fiscal year 1958 for certain administrative services previously 
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contributed without cost by the member agencies of the Board. 
These savings of $5,000 have been made possible through the relocation 
of the OCB staff in the same restricted area as the NSC staff in the 
Executive Office Building, by the elimination of one position on the 
OCB staff, minor reductions in printing, reproduction, and equipment, 
and the elimination of funds required to defray the nonrecurring 
expenses of moving the OCB offices to the Executive Office Building 
which were paid for out of fiscal year 1957 funds. 


PERSONNEL SITUATION 


Estimated expenditures for the Board in fiscal year 1957 are based 
on 50 filled positions which is an average employment figure. The 
actual employment as of today, is 50. This has been reduced to 49 
in the request for fiscal year 1958 due to the elimination of one pro- 
fessional position. Of this total, 19 would be in the professional cate- 
gory and 30 in the nonprofessional category. In addition to the 
executive officer and deputy executive officer, included in the 19 
professional positions, the present staff consists of 17 professional 
employees, of which 13 are assigned as staff representatives for 
working groups and committees, two are in the secretariat and two are 
in the intelligence liaison staff. 

Mr. Cutler has previously mentioned that the Board was established 
to provide a means for improving the coordination of the various 
agent concerned with carrying out approved national-security 
policies. 

The Board was established on September 2, 1953, under Executive 
Order 10483. Under the revised Executive order of February 25, 
1957, which will become effective beginning with the new fiscal year, 
the Board will be established within the structure of the National 
Security Council. 

Senator Maanuson. Let me ask a question right there, Mr. Staats. 
You have also physically moved the Board to the same place; have 
you not? 

Mr. Staats. That is right. We have moved the staffs together into 
the same restricted area. We have been able to reduce some guard 
services by doing that. We were previously ina separate building. 

Now to continue my statement: 


FUNCTIONS OF THE BOARD 


The President assigns to the Board for interagency coordination 
nearly all national-security policies dealing with overseas matters. 
Policies involving domestic mobilization, continental defense, civil de- 
fense, and internal security are excluded from the Board’s charter by 
the terms of the Executive order establishing it. 

These are excluded because of the responsibilities of the Office of 
Defense Mobilization and the responsibility of certain other coordi- 
nating bodies concerned with these matters. The Operations Coordi- 
nating Board is concerned only with the coordination of overseas 
programs. 

In addition to responsibility for assuring interagency coordination 
in carrying out NSC policies, the Board was directed to consider new 
or additional proposals for action within policy and was given a par- 
ticular responsibility for assuring that each security action or project 
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will contribute to the climate of opinion overseas which the United 
States is seeking to achieve. In connection with this latter responsi- 
bility, it has given special attention to the informational aspects of 
United States overseas programs. This was a particular reason for 
making the head of the United States Information Agency a member 
of this Board. 

The Board meets each Wednesday for a luncheon meeting. I might 
add at this point that the purpose of the luncheon meeting is to take 
up highly sensitive matters which require restricted participation. 
The total meetings, luncheon and regular, would last 3 to 4 hours. 
The number of topics would range anywhere from 10 to 15 on an 
average for each meeting. 

In line with the President’s expressed wish in 1953, the Board mem- 
bers have consistently attended, except when it was necessary for 
them to be away from Washington, in which case an alternate attends. 
In addition to the regular member agencies, the Chairman of the 
Atomic Energy Commission and an Assistant Secretary of the Treas- 
ury have regularly participated in overseas activities. This is because 
of the Atomic Energy Commission’s overseas peaceful uses programs 
and the Treasury’s export-import loan program. 

Senator Maanuson. Do you have the makeup of the Board? 

Mr. Sraats. Yes. That comes a little bit later. 

Each Board member is assisted by at least one full-time assistant, 
who serves as his coordinator on OCB matters. These assistants have 
been organized as a subgroup of the Board and meet weekly under the 
chairmanship of the OCB executive officer to staff matters scheduled 
for the Board’s agenda or to take final action on behalf of their prin- 
cipals. 

INTERAGENCY WORKING GROUPS 


The Board has established standing interagency working groups 
or committees for all countries or areas of the world covered by NSC 
policies, to coordinate on a day-to-day basis, formally or informally, 
actions by all agencies affecting the area concerned. Members serving 
on these committees are drawn from personnel engaged in operations 
directly related to the carrying out of a particular NSC policy. 

That is to say that the people who serve on these committees are 
drawn from the agencies. They are people who are regularly con- 
cerned with those matters in their agencies. 

The purpose here is to draw together the people here who are work- 
ing on related problems, from the various agencies. 

In addition to work directly concerned with implementing policies 
of the NSC, the agencies represented on the Board frequently en- 
counter interagency operating matters which have only a general 
relationship to NSC policies assigned to the OCB. In such instances, 
the Board usually establishes interagency committees to coordinate 
such matters or to develop recommended courses of action. Dealing 
with such matters is of increasing value and now represents a sig- 
nificant part of the Board’s work. 

Senator Macnuson. Who represents this group in the National 
Security Council? 

MEMBERSHIP OF BOARD 


Mr. Sraats. It might be better to interject here the membership 
of this Board, because it seems to me it might become a little clearer. 
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The Board is headed by the Chairman, appointed by the President, 
the Under Secretary of State, Mr. Herter. The Vice Chairman of the 
Board is Mr. Cutler, whose statement Mr. Lay has just read here, who 
is also the President’s Special Assistant for National Security Affairs 
which provides close liaison with the National Security Council. The 
other members of the Board are the Deputy Secretary of Defense, the 
Director of the United States Information Agency, and the Director 
of Central Intelligence. 

Senator Magnuson. How does your viewpoint get directly to the 
meetings of the National Security Council? 

Mr. Sraats. The Board’s views would come to the Council through 
reports that we make to the Council every 6 months on each of these 
policies. 

Senator Maanuson. To what person do they go in the Council? 

Who presents the views of this group to the Council? 

Mr. Staats. Those are expressed by reports from the Board to the 
National Security Council, made by the Board formally to the Council. 

Mr. Lay. Mr. Chairman, they are then circulated to all members 
of the Council and presented actually at the meetings by Mr. Cutler, 
the Special Assistant, who is both Chairman of the Planning Board 
formulating the policies and Vice Chairman of the Operations Coor- 
dinating Board. He provides the tie-in between the Council and the 
Operations Coordinating Board. 

Senator Maenuson. So that you furnish your information or your 
suggestions or conclusions to all members of the National Security 
Council rather than have one spokesman in the Council, is that right? 

Mr. Lay. That is correct. 

Mr. Staats. These papers are circulated to all members of the 
Council. 

Senator Magnuson. Generally speaking, I suppose that normally 
the Secretary of State would be more the spokesman for what you 
people have in mind than other members of the Council; would that 
not be correct? 

Mr. Lay. Insofar as foreign policy is concerned. Of course, there 
are military policies on which the Secretary of Defense would be at the 
Council to express his views. 

In effect, Mr. Chairman, the Operations Coordinating Board is 
composed, at the Under Secretary level, of members of those agencies 
represented on the Council itself who deal with overseas matters, such 
as State, Defense, and so forth. 

Senator Magnuson. I suppose the way it would work would be that 
Mr. Herter would know what the Coordinating Board is doing, and 
then Mr. Herter would pass that information on to Mr. Dulles, who is a 
member of the National Security Council. 

Mr. Lay. That is correct, sir. 

Mr. Sraats. That is right. 

Senator Macgnuson. That is although all members of the Security 
Council would have the information, is that correct? 

Mr. Lay. That is right. 

Senator Maanuson. But at these meetings there usually has to be 
a spokesman for somebody. I was wondering who that might be in 
this case, dealing with only overseas matters. 

Combining this now, only dealing with overseas matters, Mr. Gray 
would speak for the domestic matters in the Security Council, but 
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the Secretary of State would probably be more of the spokesman for 
the matters that you people take up; is that correct? 

Mr. Staats. That is right and also Mr. Cutler would have partic- 
ipated in the Operations Coordinating Board, and would be familiar 
also with the substance of these papers. 

Mr. Lay. I should explain, Mr. Chairman, that the National Secu- 
rity Council normally operates on the basis of papers prepared by 
the Operations Coordinating Board or by its Planning Board in 
advance of the meeting and circulated to all members so they can be 
thoroughly studied and staffed out before the Council meets to dis- 
cuss them. 

Senator Maenuson. All right, Mr. Staats, will you proceed with 
your statement, please? 


OUTLINE PLAN OF OPERATION 


Mr. Sraats. The Board prepares an outline plan of operation for 
each of the National Security Council policies assigned to the Board. 
We have a policy relating to the Philippines, for example. It is the 
Board’s job to spell out in detail the assignment of each of the agencies, 
who is to do what and how it is to be done and paid for in connection 
with carrying out the policy. 

This operating plan is a coordinated, detailed statement setting 
forth courses of action, agency responsibilities, timing and methods 
of financing programs designed to carry out the policy. The plan is 
reviewed by the appropriate embassy prior to final approval in 
Washington. It is then brought up to date approximately each 
6 months. These plans have proved to be a highly useful method for 
achieving coordination both in Washington and in the field. 


FIELD PERSONNEL 


Senator Magnuson. Do you have any men out in the field? 

Mr. Sraats. Occasionally we will send a person to the field, but 
our staff is very small, as you can see. 

Our interest in sending these papers into the field is to get the views 
of the ambassador, who is asked to call together the representatives 
of the various agencies. 

Senator Maanuson. Are you referring there to our ambassador in 
the particular area? 

Mr. Sraats. Yes; the United States ambassador. 

The Board submits a coordinated progress report to the National 
Security Council each 6 months for each policy paper assigned to it. 
These reports evaluate progress in accomplishing each NSC objective, 
describe major operating difficulties ahead, and list other major devel- 
opments during the reporting period. Aside from reporting to the 
President and the Council, these reports are designed to bring before 
the Board itself at least each 6 months a full report of agency actions 
in carrying out national-security policies, thus affording an oppor- 
tunity to review and resolve any outstanding interagency difficulties. 


INTERAGENCY DIFFICULTIES 


I would like to say at this point that one of the very important 
functions of this Board is to resolve interagency difficulties that arise 
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either in the field or in Washington, and to bring such differences to 


the top levels for resolution as soon. as, they arise. 

At each Board meeting a weekly activity report is presented by the 
executive officer of the OCB outlining the status of OCB coordination 
in connection with each assigned policy or Board project. This 
serves as a further method for review by the Board of the status and 
need for coordination of interagency operating programs on a con- 
tinuing basis. 

The major part of the Board’s work is carried out through working 
groups and committees, the members of which have a continuing 
responsibility for interagency coordination on a day-to-day basis. At 
present there are 26 such groups established by geographic area. 

In addition, there are 16 working groups established to deal with 
special problems, such as international broadcasting, trade fairs, 
overseas education, and similar programs. 


OVERSEAS BROADCASTING 


Senator MaGnuson. How do you overlap, say, with the overseas 
broadcasting? Do those people come and tell you what they are 
doing on programing and so on and so forth, how it fits into what you 
people have decided upon? 

Mr. Staats. The committee that I refer to here, on international 
broadcasting, is actually chaired by the head of the Voice of America. 
This provides a mechanism by which he can pull in all the other 
interested agencies that are concerned with broadcasting, some of the 
people being concerned with technical problems, such as overcoming 
jamming, how you get a stronger signal through, and matters of that 
kind, and through which he can get useful help from such agencies as 
the Federal Communications Commission. 


TRADE FAIRS 


Senator Magnuson. Take trade fairs, for example; I suppose the 
Department of Commerce comes in on that and works with you? 

Mr. Sraats. Mr. Chairman, the Assistant Secretary of the Depart- 
ment of Commerce, Mr. Harold C. McClellan, is chairman of that 
committee. 


OVERSEAS EDUCATIONAL ACTIVITIES 


Senator MaGnuson. What do you mean by the term “overseas 
education’’? 

Mr. Sraats. This is a group that has been set up to follow up on 
the President’s speech made at Baylor University last year, in which 
he encouraged private efforts to help out in overseas educational ac- 
tivities. This group is chaired by the Under Secretary of Health, 
Education, and Welfare. They have been trying to stimulate foun- 
dations, business, and other private groups to do more by way of 
helping other countries with their efforts to strengthen educational 
institutions. This is not just a Government matter; it is something 
that private organizations can do also. 

Senator Porrer. Are you speaking there of exchange groups? 

Mr. Sraats. This group is concerned with providing assistance to 
a university that is trying to get started; say, for example, the Ameri- 
can University of Beirut. The idea is that they can go to some 
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foundation or a group such as the American Council on Education to 
help in connection with a given problem. 

Senator Porrer. | know that Michigan State University has 
branches. I think one is in Lima and one someplace in China. I 
assume that also comes under this program. 

Mr. Sraats. Yes. We have had some contact with the president 
of Michigan State College, Mr. Hannah, on that. 

Senator Maanuson. In that case, the Department of Defense 
would be interested; is that not correct? 

Mr. Sraats. Yes; we have brought in the Department of Defense 
on this matter as well. 

PROGRAM REVIEW 


Senator MaGcnuson. Is it a fair statement to say that you sort of 
review these programs and see how they fit into a general, overall 
policy? 

Mr. Staats. We make an effort to do that. 

Senator Macnuson. You have no authority to tell them what to 
do, but you do sit down and talk it over, review it? 

Mr. Sraats. That is exactly night. We try to bring them together 
so that their programs fit together. We attempt to eliminate dupli- 
cation and see who is best equipped to undertake certain things. 

Senator Maanuson. Thank you, Mr. Staats. You may proceed 
with your statement. 

Mr. Sraats. The need for and the composition of these interagency 
groups is examined weekly to assure that committee arrangements are 
working effectively and the number of such committees kept to a 
minimum. We actually review each week and eliminate any com- 
mittees that are not really necessary. These weekly meetings provide 
an opportunity to agree on the setting of committees and abolishing 
them when their job is completed. 

In view of the function of the Board to coordinate interagency 
operating matters, approximately one-half of its professional staff 
serves on assignment on a reimbursable basis for member agencies for 
a tour of duty of 2 to 3 years. That is, we get about half of our pro- 
fessional staff from Defense, the Central Intelligence Agency, State, 
and the United States Information Agency. 

The reason for this is to bring in people who have had recent oper- 
ating experience, particularly in the field. The other members of the 
staff are employed on a permanent basis. 


STAFF ORGANIZATION 


The OCB staff is organized into an area staff, a general projects 
staff, an intelligence liaison staff, and a secretariat. The area staff 
and the general projects staff, having 13 professional members, serve as 
interdepartmental staff assistants and as members of the working 
groups to which they are assigned. These individuals have been 
carefully selected and have considerable operating experience and 
personal knowledge which enable them to make an important contribu- 
tion in drafting of documents, in preparation of agenda and minutes, 
in identifying problems, requiring interagency coordination, and 
similar matters. It is their continuing function to facilitate the process 
whereby OCB member agencies reach decisions with respect to neces- 
sary implementing actions to carry out NSC policies. 
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The intelligence liaison staff consists of two intelligence officers who 
are vippenelila for obtaining or developing material needed by OCB 
working groups and by the OCB staff in cooperation with intelligence 
agencies. 

The secretariat arranges for Board and Board assistants’ meetings, 
schedules and documents Board and Board assistants’ actions, super- 
vises the issuance of Board and Board assistants’ documents, and 
performs other similar functions of an interdepartmental secretariat. 
The secretariat is also responsible for the reproduction, distribution 
and filing of Board and working group documents. 

Before concluding, I should Tike to refer to the recommended ap- 
propriation language. 

INTELLIGENCE OFFICERS 


Senator Macnuson. Before you go into that, Mr. Staats, let me 
ask: Is it correct that the Intelligence officers have a liaison with the 
Central Intelligence Agency? 

Mr. Sraats. I would prefer that Mr. Lay, comment on that, Mr. 
Chairman. 

Mr. Lay. You are speaking of the OCB liaison officers? 

Senator Macnuson. Yes, the OCB intelligence. 

Mr. Lay. They utilize the information available from the intelli- 
gence agencies, pulled together by the Central Intelligence Agency. 


Senator Magnuson. But the CLA reports directly to the President, 
does it not? 


Mr. Lay. That is correct. 

This group will utilize those reports as well. 

Senator Magnuson. Who makes clearance on what information 
they can bring you? How do you separate the information they 
are going to bring you, which goes up to the National Security Council, 
which gets back to the President, of course, and which is the informa- 
tion that they give to the President? Do they determine that in the 
CLA? 

Mr. Lay. It will be essentially the same information, except that 
in the work of the Operations Coordinating Board and its staff, they 
may need more details than the Council. 

Senator Magnuson. So that information can come two ways and it 
all gets back to the same source? 

Mr. Lay. That is correct, sir. The Central Intelligence Agency 
furnishes a mechanism by which it is all pulled together. 

Senator Maanuson. But they can withhold information from your 
group, or not, depending on what they decide; is not that correct? 

Mr. Lay. Of course, they protect intelligence sources and methods, 
by law. But as to the information, they do make that available to 
the Council and its subsidiary bodies. 

Senator Macnuson. What I am getting at is this: you have fairly 
free access to CIA information, which in turn comes back to the 
National Security Council and the President anyway; is that not 
correct? 

Mr. Lay. That is right, sir. 

Senator Macnuson. But you may want to go into more detail, 
prepare more documents and things of that kind? 

Mr. Lay. That is correct, sir. 
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SUPERGRADE POSITIONS 


Mr. Sraarts. If 1 may proceed with my statement, Mr. Chairman, 
I should like to refer to the recommended appropriation language 
which includes authority for five positions for the Board at the so- 
called supergrade level. These are not new positions; they are all 
filled at the present time. Individuals in these positions are presently 
carried on the payroll of the CIA but devote full time to the staff of 
the Board under the current arrangement whereby member agencies 
contribute to the support of the expenses of the Board. If the 
Congress approves the President’s budget request to include funds 
for the Board in the appropriation to the National Security Council, 
these positions should accordingly be authorized for the NSC. 

Upon approval of the budget request, the positions now being 
utilized in the CIA will be abolished. Therefore there would be no 
overall increase in the total number of supergrades as a result of the 
proposal. I am advised by the Civil Service Commission that addi- 
tional positions at these levels are not available under authority vested 
in it by section 505 of the Classification Act of 1949, as amended. 

Senator Macnuson. You want the language retained because, as I 
understand it, this transfers them from one group to another; is my 
understanding correct on that? 

Mr. Lay. That is correct. There is no addition. 

Senator Maenuson. Are there any questions by members of the 
committee? 

Senator Porrer. Yes, Mr. Chairman. 

Does CIA eliminate their staff of five under this proposal? 

Mr. Staats. They will eliminate five positions at these levels, 
which have been established specifically for the OCB. 

Senator Macnuson. We will have the CIA before another com- 
mittee. I think the record ought to be clear that they are going to 
eliminate the positions. 

Senator Porrsr. In other words, it is not an increase of five people, 
is it? 

Mr. Lay. That is right. It is not an increase. 

The Director of the Central Intelligence Agency has, in fact, written 
a letter stating to the House committee that he would eliminate these 
positions, and that could be made a matter of record here if you wish, 
Mr. Chairman. 

Senator Maanuson. That will be in the State and Defense Depart- 
ment appropriations. Just be sure that they get that information for 
our record so that we can justify this language of transfer. 

Mr. Lay. Yes, we will put that in here. 

(The letter referred to follows:) 

CENTRAL INTELLIGENCE AGENCY, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., March 8, 1957. 
Mr. KENNETH SPRANKELE, 
Clerk and Staff Director, 


Committee on Appropriations, 
House of Representatives, Washington, D. C. 


Dear Mr. SprANKLE: The five supergrade (GS-16, 17, and 18) positions con- 
tained in the 1958 fiscal year budget:of.the National Security Council were origi- 
nally established in the Central Intelligence Agency for the specific assignment of 
personnel to the Operations Coordination Board. 
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If and when the Congress gives approval to the establishment of like positions 
within the National Security Council; the supergrade positions now established 
within CIA will be abolished and the number of supergrades reduced accordingly. 

Sincerely yours, 


AuLteEN W. Dutuszs, Director. 


Senator Maenuson. Are there any further questions? Apparently 
there are not. 


Thank you, gentlemen, and we will include all your statements in 
the record in full. 


Mr. Lay. Thank you, sir. 
OFFICE OF DEFENSE MOBILIZATION 


STATEMENTS OF GORDON GRAY, DIRECTOR; CHARLES H. KEN- 


DALL, GENERAL COUNSEL; AND EDGAR C. KNOPE, BUDGET 
AND FISCAL OFFICER 


LETTER TO SUBCOMMITTEE 


Senator Maanuson. Next we have before us the Office of Defense 
Mobilization. Mr. Gordon Gray is Director of that organization. 

Before you proceed, Mr. Gray, we will insert into the record at this 
point your letter to the chairman of this subcommittee. 

(The letter referred to follows:) 


EXEcUuTIvE OFFICE OF THE PRESIDENT, 
Orrice OF DEFENSE MOBILIZATION, 
OFrFIcE OF THE DIRECTOR, 
Washington, D. C., March 14, 1957. 
Hon. Warren G. Maanuson, 
Chairman, Subcommittee in Charge of the 
General Government Matters Appropriation Bill, 1958. 


Dear SENATOR Maenvuson: In your letter of March 8, 1957, you asked Dr. 
Flemming to advise you of the changes which this Office feels should be made 
in the general Government matters appropriation bill, 1958. 

As you know, the President’s budget requested an appropriation by Congress 
of $2,380,000 for the Office of Defense Mobilization for fiscal year 1958 as com- 
pared to the amount of $2,200,000 available for the current year. A large portion 
of the requested $180,000 increase—$114,000—was to cover the initial contribu- 
tion of this Office to the civil service retirement fund. The House bill (p. 5, 
lines 8 and 9) authorizes $2,100,000. 

Having assumed this office only today, I do not find myself in a position to 
say that the President’s requested budget for the Office of Defense Mobilization 
can be reduced without harmful impairment of the discharge of my responsibil- 
ities. I, therefore, respectfully request that page 5, lines 8 and 9 of the House 
bill be changed to read: “with purposes of appropriation; $2,380,000 of which 
$187,000 shall be available for the Interdepartmental Radio Advisory Committee.” 

I would welcome the opportunity to be heard by your committee and at that 
time I would endeavor to indicate what would appear to me to be the impact 
upon the duties of this Office of a reduction in the budget estimate. We shall, 
of course, use as effectively as we can such funds as are made available. 

Sincerely, 
Gorpon Gray, Director. 
HISTORY OF REQUEST 


Senator Maanuson. I understand, Mr. Gray, that you have a 
statement. We will be glad to hear it. However, before you proceed, 
let me present a brief history of your appropriation request, for the 
record. 

Your appropriations in 1957 amounted to $2,200,000. The esti- 
mates for your agency for the 1958 fiscal year are in the amount of 
$2,380,000. The House recommended $2,100,000, which is $100,000 
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less than the present year’s appropriation and a reduction of $280,000 
from your request, which I understand you are asking to be restored. 

Mr. Gray. Mr. Chairman, I did indicate in my communication 
to you, of March 14, that I intended to ask for full restoration. 


HOUSE COMMENT 


Senator Macnuson. I might also state for the record here, Mr. 
Gray, what the House said in their report: 

The bill includes $2,100,000 for this agency, a decrease of $280,000 in the 
estimates and $100,000 below the appropriation for 1957. Testimony disclosed 
that many of the planning and stockpiling functions of the ODM have been 
virtually completed, and while plans for mobilization are never static, the con- 
tinuation of so large a staff does not seem warranted. 

Mr. Gray. Yes, sir. 

Senator Macnuson. We will be glad to hear your statement now, 


Mr. Gray. 


GENERAL STATEMENT 


Mr. Gray. Mr. Chairman, I appreciate this opportunity to appear 
before you. 

As I indicated in my letter to you, because of the short time I have 
been in this office, I am not as familiar with the costs of our activities 
as I certainly expect to be as time goes on. 

I am aware that the amount requested for our operations in the 
President’s budget was up about $66,000 over last year’s appropriation. 
This increase was partly to cover activity in some areas which to date 
have not been adequately developed. 

There was also an item of increase amounting to $114,000 which 
represented a charge of 6.5 percent of salaries of employees covered by 
the Civil Service Retirement Act, which was imposed for the first 
time by Public Law 854 of the 84th Congress. 

The total increase asked for was $180,000. The cut in the House 
bill was, as you have indicated, $280,000. The result was that we were 
given a gross total less by $100,000 than last year’s appropriation and 
were asked to absorb in that smaller amount the $114,000 retirement 
fund payment. 

RESTORATION REQUESTED 


When I wrote you on March 14 I indicated I would ask for a full 
restoration, but I should like to say now that I have decided to ask 
only for restoration of an amount equal to last year’s appropriation, 
plus the retirement fund payment; that is, the $2,200,000 which you 
authorized last year, plus the $114,000 for the retirement fund, or a 
total of $2,314,000. 

You have referred to the House Appropriations Committee report. 

Senator Maenuson. If I might interrupt before you go into that, 
Mr. Gray, I might point out that that $2,314,000 would still be under 
the $2,380,000 that was your estimate for 1958. That is correct; is it 
not? 

Mr. Gray. That is correct, sir. 

Senator Macnuson. And that includes the fixed charges that were 
imposed by the Retirement Act; does it not? 

Mr. Gray. The new figure would include that; yes, sir. 

Senator Porrer. What would the figure be now? 
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Mr. Gray. $2,314,000. 
Senator Macnuson. That includes the $114,000 which is a fixed 


charge imposed by the passage of the Retirement Act; is that not 
correct? 


Mr. Gray. That is correct, sir. 

Senator Porrrer. In other words, it would keep your budget the 
same as last year, with the exception of the increase for retirement 
contributions; is that correct? 

Mr. Gray. That is correct, sir. That is what we are now asking 
as distinguished from the request for a full restoration. 

Senator Magnuson. That still makes it some $66,000 under the 
estimate. 

Mr. Gray. That is correct, sir. 

Now, you referred to the House Appropriations Committee report, 
which referred to the stockpiling functions of ODM and contained a 
reference to staff. 

Senator Maenuson. Mr. Gray, so that we will get the record clear 
right there, let me point out that we also have in this committee, of 
course, the General Services Administration. 

Mr. Gray. Yes, sir. 


DETERMINATION OF STOCKPILING POLICY 


Senator Macnuson. As I understand it, you people determine the 
policy of stockpiling. 

Mr. Gray. That is right, sir. 

Senator Magnuson. And then you turn over the actual purchase 
and the acquisition and the stockpiling itself over to the General 
Services Administration; do you not? 

Mr. Gray. That is right, sir. 

Senator MaGnuson. They pay the bill for the acquisition of what- 
ever we stockpile; they pay that in their appropriation; do they not? 

Mr. Gray. That is correct, 

Senator Maanuson. And your appropriation deals with the staff 
that determines the policy; is that not correct? 

Mr. Gray. That is right, sir. 

Senator Magnuson. Very well, you may proceed, sir. 


EMPLOYEE SITUATION 


Mr. Gray. Now, if I may refer to the House committee report, 
I should like to quote from an exchange which took place in the House 
hearings. This is from page 177 of the hearing transcript. 

Mr. Andrews asked this question: 

And you have 222 full time to date— 
He was speaking of employees. 


Mr. FLtemminea. Yes, sir. We have about 17% man-years lapsed. We have 
several positions in there that are filled at the present time by WOC’s and WAR’s. 

Senator Porrer. What are ‘‘WAE’s”? 

Mr. Gray. That is “when actually employed,” Senator. This is 
an arrangement under which people paid on a per diem basis work 
less than full time, that is, less than a full 5-day week, and are paid 
for the days they actually are on duty. 

Senator Porrer. Are they on a $50 per day per diem? 
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Mr. Gray. Yes, sir. 

Senator Macnuson. Were you reading from page 176? 
Mr. Gray. 177. 

Then Mr. Andrews asked: 


Do you not think Mr. Gray can get it done with 222 people next year? 
Mr. Flemming’s reply was: 


With 222, provided he is as fortunate as I have been in getting people to come 
in and work without compensation. We have some of the jobs that would be 
added to that 222 total filled by people who are working without compensation. 
I think in all probability he will be able to continue to get people to do that, cer- 
tain types of people who will come in and do it on that basis. However, you 
never know, Mr. Chairman, as you can appreciate, one of your WOC’s may leave 
and you may have to replace him with a person you put on the payroll. I would 
— to have my successor have that much flexibility, particularly during his 

rst year. 


woc EMPLOYMENT 


Senator Maenuson. Perhaps you had better define what ‘“WOC” 
is? 

Mr. Gray. That is ‘without compensation.” 

Senator Macnuson. That isa new term. Do they not get a dollar 
a year? 

Mr. Gray. It has not been mentioned in the hearing this morning, 
Mr. Chairman. 

Senator Macnuson. Do they not get a dollar a year, do they not 
get something? 

Mr. Gray. I think it is really true that it is without compensation. 

Senator Maanuson. Do they get their expenses paid? 

Mr. Gray. Yes. 

Senator Maanuson. Does that include travel and per diem? 

Mr. Gray. No, no per diem; a subsistence. 

Senator Magnuson. How much subsistence do they get a day? 

Mr. Gray. $15 a day. 

Senator Maanuson. Then there is, compensation, but there is no 
net. 

Mr. Gray. I would suppose that it runs into a net expense to 
those people. I have not operated on that basis myself and [ am not 
sure, sir. 

Senator Magnuson. Let us get this clear. 

Mr. Gray. All right, sir. 

Senator Magnuson. There has always been a controversy around 
here about people serving the Government actually without compen- 
sation, which in this case would mean a net expense to those people. 
Do they come from industry to Washington? 

Suppose you are going to stockpile a certain element, say, mag- 
nesium or something of that nature; would these people come from 
the magnesium industry, or the aluminum industry, or any industry 
that happened to be involved, to give you technical advice or the 
benefit of their experience? 

Mr. Gray. Yes, sir. We have individuals who do give the benefit 
of their advice. Some are organized into committees. But actually, 
I believe it is true—and I would want my staff to correct me if I am 
wrong—that the people who are actively engaged in the stockpiling 
activities on our staff, of which there are 13 in total, are full-time 
people and are not WOC individuals. 


| 
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| 
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Senator Macnuson. Then thesepeople might be involved in 
matters of defense mobilization policy as to industry’s role in the 
defense organization, is that.not correct? 

Mr. Gray. That is correct. They might be involved in a wide 
range of activities, advising with respect to manpower, communica- 
tions, stabilization, control, and things of that sort. 

Senator Magnuson. Research? 

Mr. Gray. Yes, sir. 

Senator MaGnuson. Suppose you are discussing a policy, say, on 
the electrical industry; you might. get-someone from Western Electric 
or from General Electric to give you the benefit of his advice on that 
particular phase of defense mobilization, and that person might be 
what you call a WOC? 

Mr. Gray. In most instances they are people who serve without 
compensation. And, indeed, Senator, we have some people who are 
of great assistance to our agency who actually do not ask for compensa- 
tion for travel or for subsistence. 

Senator Macnuson. I am just using the electrical industry for an 
example, or you can use any industry. Those people will help you 
determine that policy. 

GSA FUNCTIONS 


Now let me ask you this: if there are to be some purchases or 
Government activity to carry out that policy, that would be in the 
hands of another agency, such as the General Services Administra- 
tion; is that correct? 

Mr. Gray. That is correct. 

Senator Maanuson. In other words, say that in Western Electric, 
as an example, or General Electric, would come and help you formulate 
a policy, say, on that phase of mobilization; however, if there are to 
be some purchases or some Government activities in carrying out 
that function, that would be a separate thing altogether and would 
be done by way of normal bids and so on and so forth; is that correct? 

Mr. Gray. That is correct. 

We are not in the procurement business in ODM. 

Senator Maanuson. So there would be no particular influence in 
the fact that these people came down here without pay, to give you 
the benefit of their advice. 

Mr. Gray. I think not, sir. 

Senator Magnuson. Or perhaps I should have asked the question 
in the reverse; would there be any influence? That is a better way to 
put it. 


CONFLICT-OF-INTEREST PROBLEM 


Mr. Gray. I think I am safe in saying that the conflict-of-interest 
problem is not with us, and, as you probably know, a man who comes 
without compensation must indicate a list of his personal financial 
interests. They are on record. I would not personally impugn the 
integrity of any man who came down and offered his services to his 
Government. At least the record is clear with respect to those who 
serve without compensation. 

Senator Maanuson. I think the record should be clear on that so 
there would be no implication in this particular case against the people 
who come down here for this type of work, to give you the benefit of 
their advice. 
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Senator Porrrr. I have a question along that line, Mr. Chairman. 
Senator Magnuson. Yes, Senator Potter. 


TOTAL WOC EMPLOYEES 


Senator Porrer. How many WOC’s do you have with the Office of 
Defense Mobilization at the present time? 
Mr. Gray. I am afraid I will have to ask Mr. Knope to answer that. 
‘ Mr. Knope. I am not sure of the figure. I could get the actual 
gure. 
(The information referred to follows:) 


There are 41 WOC consultants on the ODM rolls as of April 1, 1957. 


TOTAL WAE EMPLOYEES 


Senator Porter. How many WAE’s do you have? 

Mr. Knopsr. That is ““When actually employed.”’ 

Senator Porrer. How many do you normally have of those at any 
one time? 

Mr. Knorr. We are using about 6 man-years of this service each 
fiscal year. There are quite a number of people involved in that 
figure, however. 

Senator Porrer. Do you have a standby list of people that you 
could call on? 

Mr. Knopr. We have as of April 1, 60 such individuals on our rolls, 
as consultants. 

Senator Maenuson. Do you have advisory committees, too, sir? 

Mr. Knope. Yes, sir. 

Senator Macnuson. Do they serve without compensation? 

Mr. Knorr. Some of them serve without compensation and others 
are paid on a WAE basis. 

Senator Magnuson. Is it correct that some of these WAE’s or 
WOC’s might not necessarily be in Washington, that you might have 
a project out in the field that they would handle in their own industry? 
Or do they all have to come here? 

Mr. Gray. I believe, sir, the meetings under our auspices are 
all held in Washington. 

Senator MaGnuson. But some of their work could be done outside? 

Mr. Knorr. Occasionally they do put in a little time elsewhere 
and charge us accordingly. 

Senator Porrsr. It is primarily a brain-picking program, is it not? 

Mr. Knorr. That is true. 

Senator Macnuson. It is something similar to our communications, 
where we had ad hoc committees. They come down here and will have 
a meeting to make reports, but a lot of their work is being done 
outside in the universities. 

Senator Porrer. I assume the majority of them are specialists in 
their particular fields and you bring them down actually to get their 
expert advice on certain problems. 

Mr. Gray. That is correct, sir. 

May I say, with respect to the question of people in a WOC or 
WAE status, I would personally like to make the distinction between 
those who come and give us assistance in the brain picking, as has 
been suggested here, on the one hand, and those people who occupy 
full-time, on-going positions in our staff. It has been true that in the 
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past there has been difficulty getting full-time men of competence to 
occupy some of the key positions in the staff, and some of these 
people have been on a WOC or WAE basis. 

If I may repeat, my personal inclination is to move away from that 
kind of operation to the extent that it is practicable to do so. If we 
can get competent people who are full time, I would prefer to have it 
on that basis. 

I do not intend to be critical of the way it has operated because 
the practical difficulty, Mr. Chairman, as you know, of getting people 
to come to Washington on a full-time assignment is very great. It 
has always been a serious problem. 


PERSONNEL TURNOVER 


Senator Magnuson. Then I suppose you would have a terrific 
turnover in this particular case. A man might take a leave of absence, 
a specialist in his field, and it might be that he could not stay too 
long because he might feel he would have to get back to his own busi- 
ness. Is that the case? 

Mr. Gray. That has been a problem which our agency has faced. 

But one reason why I adverted to the House testimony was that the 
figure being discussed in this interchange between Mr. Andrews and 
Dr. Flemming related to the full-time people we have had on board 
and when we think in terms of getting along with precisely the same 
number, this ignores the posaibility of replacing some of the WOC’s 
or WAE’s who are not included in that number with full-time people. 

Senator Porrer. In other words, if the Senate carried out the 
recommendations of the House, that would mean you would have 
to maintain a large number of WOC’s in full-time administrative 
positions, would it not? 

Mr. Gray. I would not say a large number, but a number which, 
in terms of the importance of their work, would be significant. That 
is, WOC’s and WAE’s. 

Senator Porrer. You would much prefer, as the head of your 
agency, to have all positions, all full-time, administrative positions, 
to have all of them on a salary basis rather than on these other bases, 
would you not? 

Mr. Gray. I would much prefer that. 

I must qualify it, however, by saying that this is an ideal which 
we may not be able to attain. 


TOTAL FULL-TIME PERSONNEL 


Senator MacGnuson. In any event, you now have 222 full-time 
people, is that correct? 

Mr. Knope. We have 224 as of now, Mr. Chairman. 

Senator Maanuson. The request is for 252 for next year, is that 
correct? 

Mr. Knope. That is correct; in our original estimate to the House; 
yes, sir. 
~ Senator Magnuson. And Mr. Gray, your general practice is to get 
as many full-time people as are available; is that correct? 

Mr. Gray. That is the situation I would like to move to. 

Actually, in my proposed restoration, which is less, as 1 have indi- 
cated, than the full amount, we are talking about 248 permanent 
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positions as distinguished from the 252 which were included in the 
President’s budget. 

Also this 222 figure which was the subject of House discussion did 
not include 14 vacaneies whicli-existed on. the date this exchange took 
place, of which 13 were of a stenographic and typing nature. 

We have had a great deal of difficulty, Mr. Chairman, in recruiting, 
and one of the reasons is the security clearances which we must obtain 
prior to appointment. 

Many people finally say, ‘‘Well, I will go to some other job; I do 
not want to fool around with this delay.” 

Actually, the positions that are of key importance, which are now 
filled, that is, the spaces occupied by WOC’s and WALE’s are five. 
And they are in the Assistant Director level of our agency. 

Again, I am going to do what is practically possible, but I would 
like to move away from what I might loosely refer to as being part- 
time and move toward full-time. 

Senator Porrer. In other words, your request does not include any 
new positions, does it? 

Mr. Gray. No, sir. 

Senator Porrer. It is just to fill the present positions, that are now 
held by WOC’s or WAE’s, with permanent people? 

Mr. Gray. Generally speaking, that is correct, Senator. However, 
I think, in the interest of absolute accuracy, I would say that, in a 
way, I am responsible for two new positions in ODM. In the overall 
total they will not be new, but I took from the Defense Department 
the secretary who had been with me there and also brought in one of 
my old associates from the Defense Department as an assistant to the 
Director. This is not going to add to the personnel of the agency, 
overall. 

I wanted, Mr. Chairman, to advert to that discussion because I am 
afraid that the exchange between Dr. Flemming and Mr. Andrews 
_— have been somewhat misleading. 

May I proceed? 

STOCKPILING PROGRAM 


Senator Maenuson. Yes, sir, proceed with your statement. 
But I might say right here, Mr. Gray, that on the stockpiling pro- 
ram and other related matters, we are going to have the General 

Services Administration here on April 4, and we will discuss that 
whole program with them... If some of it is classified we will go into 
executive session, and someone from your agency, either yourself or 
somebody else, ought to be here at that time. 

Mr. Gray. I hope to be here. 

Senator Magnuson. You may proceed now. 


REDUCTION IN POSITIONS 


Mr. Gray. Against the background of the House committee report, 
again, it is true that some of the ODM programs, such as the national 
stockpile activity have been considerably reduced. It is also true 
that the ODM staff has been progressively reduced paralle! to the 
reduced workload. 

I would point out to you that in February 1953 we had a full-time 
force of 447 people. This year’s budget request provided for 248 
positions, which is about 200 less than the force we had on the rolls 
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about 4 years ago, and which I have indicated only involves 12 or 13 
persons in stockpiling activities. 


PLANNING FOR EMERGENCIES 


However, the planning responsibility for emergencies I conceive to 
be one of the most important functions of this agency, and that has 
not been diminished. It involves the continuing development, 
coordination and review of a variety of plans for which this agency 
has the primary responsibility. As 1 am sure you are aware, we have 
been developing wholly new techniques, notably in the bomb-damage 
assessment area, through which we are learning how great could be 
the cost in human life and in the destruction of property from a 
thermonuclear attack, the type of attack which we believe the Soviets 
have the capability of inflicting on this country and on its ability to 
survive. 

With the information we have, it is plain that the blast, thermal and 
fallout effects of a broad-scale attack could result in casualties affecting 
millions of our population. 

Senator Magnuson. Right there again, so we will get this clear, 
let me ask: You determine policies on civil defense in a general way, 
do you not? 

Mr. Gray. No, sir. 


CORRELATION WITH CIVIL DEFENSE ADMINISTRATION 


Senator Magnuson. I am talking about policies. How do you 
correlate this function with the Civil Defense Administration? They 
will be up here, too, tomorrow. 

Mr. Gray. The Federal Civil Defense Administration, of course, 
has primary responsibility in the matter of anticipating planning for 
disaster which would affect the civilian population generally. We 
work very closely with them but the FCDA is an agency which does 
not report to ODM. Mr. Peterson reports to the President. Our 
relationships must be close, cordial, and cooperative. I do not want 
to indicate that we have the primary responsibility in the ODM for 
matters which are clearly and properly in the province of FCDA. 

Senator Magnuson. What I am getting at is this: you mentioned 
here the possible fallout effects on a broad-scale attack. Suppose 
that you come to some conclusions as to that possibility; the Civil 
Defense will have to carry out the actual plan, would they not; you 
could not do that? 

Mr. Gray. That is correct. We would have to be concerned in the 
Office of Defense Mobilization, with the effects of an attack across the 
economy, as it might affect industrial production, military installa- 
tions, manpower availability, the total complex of our economy, 
without having specific responsibilities for the protection of the 
civilian population. 

Senator Maanuson. Yes. 

I notice Mr. Flemming discussed shelters in his testimony before the 
House. You may have some plan or some ideas as to that particular 
thing, for protection from fallout, but if that was to be put into effect, 
civil defense would have to ask for the money to do that; is that not 
correct? 

Mr. Gray. This would be a prime responsibility of that agency. 
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However, if we may assume for a moment—and may I underscore 
the word “‘assume’’—that there should be a large-scale shelter program 
in this country, the program itself would be a responsibility of FDCA. 
But our interest in it would be a very broad thing: what are the 
resources which would be available, would this require amounts of 
steel which would impinge upon military and essential civilian 
requirements? 

So that we would have an interest in the broad policies with re- 
spect to the provision of a shelter program if there were to be one, as 
well as, actually, a responsibility in insuring the availability of such 
materials that the program aaa require. 

Senator Magnuson. You see, this committee is interested in the 
dollar-and-cents angle of any of these programs. We want the rec- 
ord to be clear that your shop takes these broad policy questions but 
that if there is to be any money expended to carry out the program 
actually, that the civil defense would ask for that money in some of 
these particular areas. 

Mr. Gray. That is correct. That would not be in the ODM ap- 
propriation. 

May I again digress, because this is pertinent to some questions 
you asked earlier, Mr. Chairman, of Mr. Lay when he was discussing 
the National Security Council. 


MEMBERSHIP ON NATIONAL SECURITY COUNCIL 


One of the functions of the Director of the Office of Defense Mobili- 
zation which is not mentioned in my prepared statement is a statutory 
membership on the National Security Council. It seems to me to be 
significant that this is so, because the Director of ODM is not a claim- 
ant for any particular agency, nor does he represent any particular 
point of view. There are those on the National Security Council 
whose primary interest is in budget matters, and that is a very legiti- 
mate and sound kind of interest. 

There is the Defense Department, which has its own responsibilities; 
the State Department, which has its enormous responsibilities. The 
Director of ODM sits on that Council with—assuming he is the right 
kind of man—with a broad point of view and an opportunity to ex- 
press points of view which may lie between these conflicting assertions 
of the other member agencies of that Council. 

And as you indicated in the questioning of Mr. Lay, one of my 
responsibilities in this job is in effect to represent broadly the domestic 
economy, not from the point of view simply of budget considerations, 
nor defense needs, nor what perhaps might, in the judgment of the 
Secretary of State, be our obligations abroad. 

Senator Macnuson. Will you proceed with your statement now, 
Mr. Gray. 

Mr. Gray. Yes, sir. 


PROBLEMS OF BOMB DAMAGE 


Thus, as we were talking about bomb damage, I am awed, Mr. 
Chairman, by the problems that we might have to resolve, which 
would deal with our sheer ability to survive as a country, let alone 
the matter of rehabilitation of our economy if an attack should come 
to us. 
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Senator Macnuson. For instance, in that field alone, I suspect 
that it would be fair to say that our original concept of, say, dispersion 
of industries in World War II, that the concept now might be entirely 
different with this new type of weapon. 

Mr. Gray. Certainly the kind of war we fought in World War II. 
and what we might be faced with in a third world war would require 
many and major adjustments. In the past, when we fought a war,: 
whether it be of the World War I and World War II variety, or a 
peripheral, local war, such as Korea, in each of those instances our 
economy was not damaged hysically. Even had there been. the 
capability of the enemy to inflict physical damage on our country, in 
each instance there would have been some time to prepare for it and 
seek to arrange to meet the problems which might arise. 

No longer is this true if, indeed, there could be a surprise attack of 
massive nuclear proportions on this country. So that we do not have 
the precious time we have always enjoyed in the past. 

I think that even many of us who are charged with this awesome 
responsibility of thinking about these things have not yet contem- 
plated the extent of the problems. When we have had to engage in 
the past in a kind of direct control, any kinds of stabilization measures, 
such as controlling rents, and with respect to currencies, things of 
that sort, we have always had some time to think about it, and we 
have always thought about it while the physical activity in this 
country was unimpaired. 


PROBLEMS OF CREDIT AND CURRENCY 


Take simply the matter of problems of credit and currency; if we 
had a broad-scale attack on this country, there is no guide, out of 
past wars, as to what we should do or what measures we should 
undertake, but we must now try to apply the best imaginative proc- 
esses that we have in order to anticipate arrangements, activities, 
procedures. 

Of course, we hope we will never have to put them into effect. But, 
as long as the threat remains and as we prepare for it militarily, it 
seems to me that the nonmilitary defense is of vital importance to the 
country. 

Senator Maanuson. And, although it is not a very pleasant task, 
I suppose you have to prepare for the worst. 

Mr. Gray. We would be grossly derelict in our duty if we did not 
prepare for what seemed to be the greatest capability of the enemy, 
based on the best information that is available to us. 

If I may get back to stockpiling for a minute 

Senator Magnuson. We will discuss the stockpiling program here 
only as it relates to the number of people you need in that particular 
oe. I do not think we need to go into any further details on that 
subject. 

Mr. Gray. No, sir; I do not think this is the place to get into the 
materials in the stockpile. 

Senator Magnuson. Many Senators have a lot of questions to ask 
concerning the stockpile, but they deal with the materials that you 
are stockpiling, rather than your approach here as to the number of 
people you need to carry out the program. 

Mr. Gray. That is right. 


90698—57——3 
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STOCKPILING ACTIVITIES 


I would simply say in that connection and in a very broad general- 
ization that while we will continue to have some stockpiling activities 
and should meet the unfilled objectives of stockpiling—and there 
will be, of course, continuing problems of rotation, storage, custody, 
and management—I presonally doubt that our evaluation of the 
probable consequences of a thermonuclear war would mean any 
increase in the stockpiling of materials which are now included in 
the stockpile. 

However, I think it is important to point out that in Government 
there are several interagency task forces operating under the direction 
of ODM which are now gathering data and working up the details 
from which lists will be drawn of items needed to enable the country 
to survive such an attack as we have been contemplating. 

It would not surprise me if the need of stockpiling of many of these 
items became apparent. 

I do not wish to do more than raise that question at this time. 

We have discussed, I think adequately, Mr. Chairman, shelter, 
which I have referred to in my prepared statement, so that I will not 
address myself to it at this time. 


PREPARED STATEMENT 


Senator Macnuson. We will place your complete statement into 
the record. 
(The statement referred to follows:) 


Mr. Chairman and members of the subcommittee, I appreciate this opportunity 
to express my views on bill H. R. 5788, and to discuss with you my reasons for 
suggesting changes in the bill as passed by the House. As I indicated in my letter 
to you of March 14, because of short tenure in my present position, I am not now 
as familiar with the costs of our activities as I expect to be as time goeson. Iam 
aware that the amount requested for our operations in the President’s budget 
was up about $66,000 over last year’s appropriation. This increase was partly 
to cover activity in some areas which to date have not been adequately developed. 
There was also an item of increase amounting to $114,000 which represented a 
charge of 644 percent of salaries of employees covered by the Civil Service Retire- 
ment Act, imposed for the first time by Public Law 854 of the 84th Congress. 
Thus the total increase asked for was $180,000. The cut ordered in the House 
bill was $280,000. As a result, we were given a gross total less by $100,000 than 
last year’s appropriation and asked to absorb in that smaller amount the $114,000 
retirement fund payment, leaving a net cut for our fiscal year 1958 operations of 
approximately $214,000. Although when I wrote you on March 14 I stated I 
would ask for full restoration, I have now decided to ask only for restoration of 
an amount equal to last year’s appropriation, plus the retirement fund payment 
that is, $2,200,000 plus $114,000 retirement fund, a total of $2,314,000. 

The House Appropriations Committee report states: 

“Testimony disclosed that many of the planning and stockpiling functions of 
the ODM have been virtually completed and while plans for mobilization are 
never static, the continuation of so large a staff does not seem warranted.”’ 

It is true that some of ODM programs, such as the national stockpile activity, 
have been considerably reduced, but it is also true that the ODM staff has been 

rogressively reduced to parallel the reduced workload. In February 1953, we 

ad a full-time force of 447 people. Our initial budget request provided for 248 
positions, which is about 200 less than the force we had on the rolls about 4 years 
ago, and which involves only 12 persons in stockpiling activities. However, the 
planning responsibility for emergencies, which I conceive to be one of the most 
important functions of this agency, has not been diminished. It involves the 
continuing development, coordination and review of a variety of plans for which 
this agency has the primary responsibility. 

As I am sure you are aware, we have been developing wholly new techniques, 
notably in the bomb damage assessment area, through which we are learning 
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how great could be the cost in human life and destruction of property from a 
thermonuclear attack, a type of attack which we believe the doviets ave the 
capability of inflicting on this country, and on its ability to survive. With the 
information we have, it is plain that the blast, thermal, and fallout effects of a 
broad scale attack could result in casualties affecting millions of our population. 
Thus, there are endless problems that have to be resolved that deal with the sheer 
ability to survive, let alone the rehabilitation of our economy. 

I do not feel sufficiently at home with this situation adequately to transmit to 
you the size of the task that confronts us, but with the concept now accepted of 
the form a third world war could take and the effect of new weapons that could be 
brought into play, our work in many areas must be reprogramed and reevaluated. 
Plainly stated, the programs that we have worked on in the past did not fully 
include the effect of thermonuclear bomb damage for the reason that we did not 
know what that effect would be. Inclusion of bomb damage assessment in our 
assumptions has introduced a significant change in the mobilization action pro- 
grams, which in my opinion, will add to, rather than diminish, the effort that must 
be devoted to mobilization planning. 

While there will be stockpile activity until objectives are filled, and there must 
also be work in management, such as rotation, storage, custody, etc., of materials 
valued at approximately $7 billion, I doubt that the probable consequences of a 
thermonuclear war would mean an increase in stockpiling of the materials now 
included. However, several interagency task forces under the direction of this 
agency are now gathering data and working up details from which lists will be 
drawn of items needed to enable the country to survive such an attack, and I 
would not be surprised if the need of stockpiling many of these items became 
apparent. 

As you know, serious consideration is being given to the feasibility of a shelter 
program. While I believe FCDA has the prime responsibility, this agency has 
responsibilities in this field also, not the least of which is in the determination of 
the amount of resources; i. e., the proportionate amount of the gross national 
product, that could be made available if studies of the problem indicate that it 
should become one of the country’s larger undertakings. In such an outcome, 
this agency would also be involved in insuring the availability of the necessary 
materials. 


REGIONAL PLAN ORGANIZATIONS 


Plainly, if an attack ever comes the direction of survival and rehabilitation 
actions could not all originate in Washington for the vast area of our Nation. 
I am told that in England during the last war, with an area that is only one-sixtieth 
of the size of the United States, and a much smaller population, regions were 
established and Deputy Prime Ministers appointed, who took charge during emer- 
gencies when it was impossible to direct operations from the seat of the National 
Government. Thus it is of fundamental importance that plans be made so that 
regions, States, and localities will have guidance and a line of command established 
to meet emergencies in case of attack. This preparedness activity, if carried on, 
involves a considerable amount of travel, the cost of which must be borne by this 
agency. 

Work is also just well started on an executive reserve, pursuant to the 1955 
amendment to the Defense Production Act. This reserve, made up of high-level 
individuals outside of the Government, many of whom have had some Tiere. 
ment experience during wartime, is receiving initial training to perform many 
roles in the event of mobilization. This group now amounts to 88 persons report- 
ing to ODM and nearly 700 to 14 other agencies. By the end of 1957 we expect to 
have over 2,000 reservists reporting to 17 agencies. These persons will serve in 
the regions as well as the national level. They will know their assignments and 
will assume them as soon as they are able to reach their locations should an 
emergency arise. I believe that it is the concensus of those dealing with such 
matters that if an attack comes, it is apt to come without much warning. There- 
fore, we would not have time for preparation which we have had in previous wars. 
Thus, every plan that we can perfect in advance will prove to be of immeasurable 
benefit. 

Another activity for which ODM is responsible is developing the wartime or- 
ganization as a whole. This requires an endless amount of detailed work, study 
and restudy and a substantial amount of interagency participation. 

All of the mobilization plans, assignments of responsibilities, ete., to carry on in 
any degree of emergency, whether it be peripheral or with a direct attaek on this 
country, must be constantly reviewed and brought into conformity with new con- 
cepts and evaluations of what such a situation could mean to all of us. These 
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studies pervade our whole area of responsibility. I am afraid that many people 
feel that stockpiling of strategic and critical materials and the making of plans 
that once conceived may be put away awaiting ‘‘the day” constitute the major 
responsibility of this agency, That is only part of the story, 

e are charged, on behalf of the President, with the coordination and prepara- 
tion of mobilization action programs, including but not limited to production, 
materials, transportation, including air, sea, rail, truck, bus, and port facilities; 
stabilization, including the controls that would have to be placed on wages, rents, 
prices, credit, rationing, etc.; telecommunications, including Government assign- 
ments in the radio spectrum; and manpower, including its allocation among all 
claimants involving both the military and the economy in general. To work 
effectively in all of these fields requires an adequate and highly competent staff, 
and it seems to me that ability to meet the mobilization requirements of national 
security, which have never in our history been more difficult as they are now, is 
oe of the most important undertakings in the whole list of Government responsi- 

ilities. 

Certainly it would be the most flagrant false economy if at the time we must 
spend upward of $40 billion on our military budget we attempt to save such a 
comparatively small amount, by leaving uncovered and incomplete the programs 
that complement and importantly contribute to our military might, and on which, 
in the greatest extremity, our survival could depend. 

Finally, I should like to make one point which my experience in the Defense 
Department has brought home to me clearly. We never say that military plan- 
ning is “about completed.’”’ Constant changes in military technology and con- 
stant growth in the strength of the potential aggressor would make this a fool- 
hardy course of action. But, we do not always realize that what is true for 
military defense is equally true for nonmilitary defense. We must continuously 
improve and adapt our nonmilitary plans to take account of changes in the enemy’s 
capability, in our own military plans, and in our economy, We must constantly 
train and drill the changing personnel of the Federal Government and so direct 
our efforts that mobilization readiness will spread out in ever-widening circles to 
more and more people. By such actions we will achieve mobilization readiness, 
which I believe is an indispensable element of our means to deter attack. 

In these times it does not seem wise to weaken the one civilian agency charged 
with the responsibility of overall direction and coordination of economic and 
industrial mobilization for an emergency. 

I, therefore, respectfully request that page 5, lines 8 and 9, of the House bill be 
changed to read: “with the purposes of this appropriation; $2,314,000 of which 
$182,000 shall be available for the interdepartmental.” 


PLANNING FOR REGIONAL ORGANIZATIONS 


Mr. Gray. I should like to speak very briefly, about planning for 
regional organizations. 

Plainly, if an attack of the sort that we have discussed should ever 
come, the direction of survival and rehabilitation actions could not all 
originate in Washington for the entire vast area of our country. 

I was informed just the other day that in England during the last 
war, which has an area that is only about one-sixtieth the size of this 
country and has a much smaller population, of course, their regions 
were established and Deputy Prime Ministers appointed, who took 
charge during emergencies when it was impossible to direct operations 
from the seat of the National Government. Thus, it is of fundamental 
importance that plans be made so that regions, States, and localities 
will have guidance and a line of command established to meet emer- 
gencies in case of attack, 

This preparedness activity, if carried on, involves a considerable 
amount of travel from Washington to the field, the cost of which must 
be borne by this agency. 

Senator Maanuson. In that particular case, I might call your 
attention to the fact that, of course, under the English system there are 
no subdivisions of government such as our States under our system. 
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I suppose that, of necessity, great reliance in these regional plans 
would fall to the governors of the various States to exercise authority 
in emergencies, would it not? 

Mr. Gray. There must be the closest kind of coordination, Mr. 
Chairman. But, for purposes of planning and orderly carrying out 
of responsibilities, we thougbt in terms of regions which encompass a 
number of States rather than trying to have 48 separate organizations 
which would function in case Washington were unable to operate. 

Senator Magnuson. We probably are to understand that, where it 
encompassed 5 or 6 States in a natural geographical area, for example, 
we might take the Pacific Northwest, that would be one of these 
regions, and the governors in the various States would participate in 
some overall regional planning. 

Mr. Gray. That is correct, sir. May I say just on this point that 
whereas, as you pointed out, the governmental structure in Great 
Britain differs from ours, it is true that they had to face the probability 
and, indeed, the actuality of vast physical destruction in their own 
country. Under modern technology, it would appear that we, for the 
first time, begin to face this situation of being possibly ‘‘under the 
gun”—if I may use that expression. 


EXECUTIVE RESERVE 


One other problem which we are engaged in, Mr. Chairman, is the 
“executive reserve,’ which is a program undertaken pursuant to a 
1955 amendment to the Defense Production Act. This reserve, which 
is made up of high-level individuals outside of the Government, many 
of whom have had Government experience during wartime, is receiving 
initial training to perform many roles in the event of mobilization. 
This group now amounts to 88 persons reporting to ODM and nearly 
700 reporting to 14 other agencies. By the end of 1957 we expect to 
have over 2,000 reservists reporting to 17 agencies. 

Senator Maanuson. This is somewhat of a new idea to me. I do 
not know whether it has been in existence before, but are we to under- 
stand in this particular case that this somewhat parallels setting up a 
reserve for the military? 

Mr. Gray. That is correct. These are people who will be available, 
subject to transportation and other difficulties, to move into their 
positions. 

Senator Macnuson. That is, in terms of transportation problems, 
you would have people you can quickly rely upon, who have had 
experience in that field, both in Government and private industry; is 
that correct? 

Mr. Gray. That is right, and they would be expected to serve both 
in Washington and in this entire program. Some of them would be 
called upon to serve us in these regions we have been discussing. 

Senator Maacnuson. I think that is an excellent idea. Ihave never 
heard of it before. It is just like the military. 

Mr. Gray. Generally, the consensus seems to be that if an attack 
comes it is apt to come without warning—I adverted to this—and 
therefore as much of the advance planning and the kind of activity 
represented in this reserve program as we can get accomplished when 
there is time and opportunity to accomplish it, we think will prove to 
be of immeasurable benefit against any possible emergency. 
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WARTIME ORGANIZATION 


Another activity for which this agency is responsible is developing 

the wartime organization as a whole. Of course, this requires an 
endless amount of detailed work, study, restudy, and a substantial 
amount of interagency participation. 
_ In this general connection, as the committee knows, ODM has 
important responsibilities with respect to planning for the continuity 
of government in time of emergency. All of the mobilization plans, 
assignments of responsibilities, and so forth, to carry on in any degree 
of emergency, that is to say, whether it be a peripheral kind of war or 
with a direct attack on this country, must be constantly reviewed and 
brought into conformity with the new concepts and evaluations of 
what such a situation could mean to all of us. These studies pervade 
our whole area of responsibility. 

I am afraid that many people feel that stockpiling of strategic and 
critical materials and the making of plans that, once conceived, may 
be put away on the shelf awaiting the day, constitute our major 
responsibility. That is only part of the story. 

We are charged, on behalf of the President, with the coordination 
and preparation of the mobilization action programs, including, but 
not limited to, production, materials, transportation, including air, 
sea, rail, truck, bus, and port facilities; stabilization, including the 
controls that would have to be placed on wages, rents, prices, credit, 
rationing, and so forth; telecommunications, including Government 
assignments in the radio spectrum, and manpower, including its allo- 
cation among all claimants, involving both the military and the econ- 
omy in general. 

To work effectively in all of these fields requires an adequate and 
highly competent staff, and it seems to me that ability to meet the 
mobilization requirements of national security, which never in our 
history have been more difficult than they are now, is one of the most 
important undertakings in the whole list of Government responsibili- 
ties. 

Senator MaGnuson. Mr. Gray, this committee is vitally interested 
in another committee of the Congress, in this very complex and 
difficult problem of the radio spectrum and the role of the military in 
the allocation of the spectrum, which involves our whole communica- 
tions system and also the indirect problems of UHF and VHF and 
TV licenses and the whole thing. 

Another committee, of which I happen to be the chairman, has 
been going into that for a couple of years. 


TV SPECTRUM FREEZE PLANS 


Is there any plan that you know of which is now in existence which 
has come to your agency or the military, or both, to freeze any more 
of the so-called TV spectrum, in the area other than the ultrahigh 
frequency? 

Mr. Gray. I will furnish a statement on that for the record. 

(The information referred to follows:) 


I know of no plan within the executive branch of the Government to reduce 
the amount of VHF spectrum space now available to television broadcasting in 
the United States. 

The normal channel for the presentation of any such request or plan would 
be through the ODM via the IRAC. 
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Senator Macnuson. Mr. Gray, you speak of “preparation of 
mobilization action programs,” which includes, of course, the trans- 
portation and you mention sea transportation. I wanted to ask you 
some questions about that later. may wait until Wednesday to 
inquire on this whole problem of allocation of steel by the Office of 
Defense Mobilization as it pertains to the merchant marine and ship- 
building. Some of that probably would be classified. 

Mr. Gray. Yes, sir. 

Senator Macnuson. We will get into that on Wednesday. 

Senator Saltonstall is very much interested in this, too. 

Senator SaLTonsTaLL. Yes. 

Wher you are through, I wanted to ask a question, Mr. Chairman. 

Senator MaGcnuson. Perhaps it would be better to let Mr. Gray 
finish his statement. He has only one more page of it to go, and then 
we can go into questions. 


TELECOMMUNICATIONS 


Mr. Gray. May I say that with respect to telecommunications, 
there is, as you know, the Interdepartmental Radio Advisory Com- 
mittee, whose budget support is encompassed in the ODM budget, 
which concerns itself with this whole problem of allocation of 
frequencies, 

Senator Macnuson. You are resuming your statement now at the 
bottom of page 6 of your prepared statement, is that correct? 

Mr. Gray. Yes. Clearly, it would be the most flagrant false 
economy if at the time we must spend upwards of $40 billion on our 
military budget we attempt to save such a comparatively small 
amount, by leaving uncovered and incomplete the programs that 
complement and importantly contribute to our military might, and on 
which, in the greatest extremity, our survival could depend. 

Finally, I should like to make one point. which my experience in the 
Defense Department has brought home to me very clearly. 


CONTINUAL MOBILIZATION PLANNING 


We never say that military planning is about completed. Con- 
stant changes in military technology and constant growth in the 
strength of the potential aggressor would make this a foolhardy course 
of action. But we do not always realize that what is true for military 
defense is equally true for nonmilitary defense. We must continu- 
ously improve and adapt our nonmilitary plans to take account of 
changes in the enemy’s capability, in our own military plans, and in 
our economy. We must constantly train and drill the changing per- 
sonnel of the Federal Government and so direct our efforts that 
mobilization readiness will spread out in ever-widening circles to more 
and more people. By such actions we will achieve mobilization readi- 
ness, which I believe is an indispensable element of our means to deter 
attack. 

In these times it does not seem wise to weaken the one civilian 
agency charged with the responsibility of overall direction and coordi- 
nation of economic and industrial mobilization for an emergency. 
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SUUGESTED CHANGES IN APPROPRIATION LANGUAGE 


Therefore, Mr. Chairman, I respectfully request that page 5, lines 
8 and 9 of the House bill be changed to read: 


* * * with the purposes of this appropriation: $2,314,000 of which $182,000 
shall be available for the Interdepartmental * * * 


And this with the next line will read: 
* * * Radio Advisory Committee; 


which is a specific appropriation for the support of this agency con- 
cerned with telecommunications. 

Senator Macnuson. Now, Senator Saltonstall, you may proceed 
with your questioning. 

Senator SauronstaLu. Mr. Gray has cleared up one of my questions. 

In your statement, Mr. Gray, the quotation there ends with the 
word “‘interdepartmental.”’ I know that it is the Interdepartmental 
Radio Advisory Committee. So that you have no language change 
that you are requesting, do you? 

Mr. Gray. No. 

Senator SatronsraLty. You are just requesting a change from 
$150,000 to $182,000, is that right? 

Mr. Kwnops. That is right. The original amount requested in the 
President’s budget is $187,000; the House gave us $150,000. 

Mr. Gray. We are asking that you earmark $182,000, but there 
is no change in the language. 

Senator Macenuson. Thank you, gentlemen, for appearing. 

Senator Sattronstautu. Mr. Chairman, I would like to ask just one 
question more of Mr. Gray. 

Senator Macnuson. Very well. 


PERSONNEL SITUATION 


Senator Satronstauu. Mr. Gray, on the second page of your state- 
ment you say: 

This year’s initial budget request provided for 248 positions, which is about 
200 less than the force we had on the rolls about 4 years ago, and which involves 
only 12 persons in stockpiling activities. 

The figures I get from the Bureau of the Budget, if I am correctly 
informed, show that you had 259 positions in 1956, 254 in 1957, and 
you have an estimate of 265 for 1957. So there is a variance there 
of 21 employees from what you say in your statement. 

Are my figures correct? 

Mr. Knors. You are speaking now of our request for partial restora- 
tion. 

Mr. Gray. Senator, before you came in, I indicated that we are 
not asking for a full restoration. 

Senator SauronsTauu. I understand that. But I am just asking 
about the number of employees. 

If the figure that I got from the Budget Bureau, of 265, is incorrect, 
what are you really requesting is 248 positions; is that correct? 

Mr. Gray. That is right, sir. 

Senator SauttonsTaLu. That is six less than you had last year; is 
that correct? 

Mr. Knope. That is the same thing we had last year, Senator. 

Senator SALToNsTALL. It is the same? 
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Mr. Knops. Yes, sir; 248. That is, permanent positions. 

Senator SartonsTaLLt. How many of those are filled today? 

Mr. Knorr. Two hundred and twenty-four, as of April 1. 

Senator SattonstaLu. So that while you are asking for 248, you 
have only 224 at the present time? 

Mr. Knope. Yes, sir. As Mr. Gray indicated a moment ago, most 
of the vacancies are for clerical help that we are trying to recruit. 

Senator SatronstaLu. Are you trying to get the entire number of 
248? 

ae Knops. We hope we may be successful in recruiting some of 
them. 

Senator SauronstaLu. That is all I have, Mr. Chairman. 

Senator Maenuson. The House went into that matter, and you can 
read about that on page 176 of the House hearings, Senator Saltonstall. 

Mr. Gray discussed it with us just prior to your coming in. 

Senator SatronstaLu. Thank you, Mr. Chairman. 

Senator Maenuson. Also, it must be remembered that part of their 
budget includes $114,000 which is mandatory under the Retirement 
Act passed last year. 

STEEL PRIORITIES 


Mr. Gray, I want to ask some questions, on Wednesday on this 
whole problem of steel priorities, particularly as they involve the 
Merchant Marine and Shipbuilding. I think a lot of the Senators on 
the committee will have something to ask regarding the stockpiling. 

Mr. Gray. Mr. Chairman, are you referring to the Thursday hear- 
ing? 

Senator Maenuson. That is right. It is April 4, Thursday, at 
10 a. m. 

I think some of the members of the committee will want to go 
into some of these other matters in some detail. There has been a 
suggestion made by the chairman as to the tax amortizations that 
the committee be furnished with a list of the past year tax amortiza- 
tions granted, over and above certain amounts. 

Of course, there are some small amounts that we would not want 
to go into. 

Mr. Gray. We will be glad to do that, sir. 

Senator Maaenuson. Then we will have that on Thursday. 

I will not burden you with those things now because we have these 
other agencies to hear today. 

Senator Ellender has a matter he wants to discuss with you now. 

Senator ELtenpEerR. Mr. Chairman, I may not be able to be here 
Thursday, for the reason that I am presiding at a subcommittee that 
deals with flood control and rivers and harbors, as you know. The 
questions I am going to ask now may be placed under subject matter 
you may discuss on April 4. 


CORDAGE INDUSTRY 


Senator Ettenper. Mr. Gray, as you may know, the cordage 
industry applied for relief some time ago under section 7 of Public 
Law 84, 84th Congress, which is— 


an act to extend the authority of the President to enter into trade agreements 
under section 350 of the Tariff Act of 1930, as amended, and further purposes. 
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I understand the application was dated July 12, 1955, and it was 
for the determination as to whether hard-fiber cordage and twines are 
being imported into the United States in such quantities as to threaten 
to impair the national security. 

You might be interested in this, Senator Saltonstall. You have 
some in Massachusetts, I understand. 

Senator Maanuson. The Boston Navy Yard, too. 

Senator E.ttenper. [ think you have the Boston Navy Yard, and 
probably you are very much interested in this. 


ADVERSE DECISION 


Much information was furnished to the Office of Defense Mobiliza- 
tion, and details were sent to you, Mr. Gray. The further information 
I have is that hearings were conducted by the General Counsel of the 
Office of Defense Mobilization on September 10, 11, and 12, 1956, and 
the hearings were concluded and that there was much evidence in 
support of the relief asked. The information I have is that a decision 
was made adverse to those who made the application under date of 
March 8, 1957, and that the Director determined that this country 
should not take a step which might impair trade relations with these 
countries, that is, the countries furnishing some of this material, in the 
absence of a clear showing of a threat to impair our national security. 

I am presuming that the evidence according to the decision made, 
was conclusive, that there was not sufficient evidence adduced to show 
that it would impair the national security; is my presumption correct? 

Mr. Gray. Senator, this was a decision which was made by my 
predecessor, which does not mean I disclaim any responsibility for 
ODM as a whole. 

Senator ELLueNDER. Do you have anybody who can answer for you? 
I would like to go into it some. 

Mr. Gray. I have no firsthand knowledge of participation in the 
situation to which you refer. 

Mr. Kendall, the General Counsel of the agency, can tell you more. 
He conducted the hearings. 

Senator Exutenper. If you are unable to testify as to that, perhaps 
the counsel can testify so as to bring this into the record. 

I am just laying the foundation at the moment for a few questions 
that I propose to ask in a few minutes. 

Mr. Kenpauu. Certainly, Senator. 


EFFECT OF DECISION 


Senator Extenper. The effect of this decision on the cordage in- 
dustry, I am informed, would be to practically eliminate the harvest 
twines, that is, binding and baling, and industrial twines for industrial 
production. The twine proportion of the industry, which is the greater 
volume, has declined from 77 percent of the United States market in 
1950 to 39 percent in 1956. 

All of those facts were made available to you, I am informed. I 
am further informed that, concurrent with the loss of the twine busi- 
ness, would be a substantial loss in twine and rope yarn machinery, 
which in a period of a few years would reduce the ropemaking capacity 
by at least 50 percent. The effect of this decision, I am informed, on 
Government operations will be, first, to remove a substantial volume 
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of ropemaking facilities needed in wartime and, secondly, to make 
rotation of stockpile fibers virtually impossible. 

With that preliminary statement, I would like to ask some questions. 

How much is in the bill to be used to stockpile the fibers for twine 
and cordage materials? If you cannot answer that question at the 
moment, 1 wish you would have that available. 

Mr. Kenpa.t. I will have to get you the figures. 

Do you mean what is the total of the stockpile of hard fibers? 

Senator ELuenpeER. I am going to put the questions into the record, 
and if you cannot answer them at the moment, will you supply the 
information when you come back on April 4? 

Mr. KenpDALL. Yes, sir. 


FUNDS FOR STOCKPILING FIBERS 


Senator ELLENDER. The first question is: How much is in the bill 
to be used to stockpile the fibers for twine and cordage materials? 
That is, you are now asking for money to be used for stockpiling 
purposes. 

Mr. Kenpatu. That is not the bill before the committee this 
morning, Senator. 

Senator ELLENpDER. No; but it is one in which you are interested 
and one in which I am sure you will present witnesses on to request 
the amounts recommended by the Bureau of the Budget. 

What is the fiber stockpile presently worth? ‘That is the second 
question. 

Mr. Kenpatu. We will have to get that information, too, Senator. 

Senator Ettenper. The third question is: Do you feel the mainte- 
nance of such stockpile is necessary to American security? If so, 
how can you justify that position with the evident position of ODM 
in refusing emergency protection to the domestic twine and cordage 
industry on the basis that in case of a conflict, that adjacent countries 
will supply United States needs? 

I am giving you those questions. If you cannot answer them 
today, I would like to have them in the record when you meet here 
on the 4th, or whatever date the chairman will suggest that the 
questions be answered. 

ROTATION OF FIBERS 


The next question is: In view of the fact that rotation of fibers is 
necessary to the maintenance of the condition of the stockpile, does 
the Office of Defense Mobilization intend to use the same yardstick 
as was used to establish the stockpile goals or to maintain the stock- 
pile only in accordance with the industry’s declining ability to rotate it? 

Mr. Kenpatu. That assumes a declining ability to rotate, Senator. 

Senator ELuenper. I know it deteriorates. 

So I would like to have an answer to that specific question. Is it 
the policy of the executive branch of the Government to sacrifice 
American industry so as not to impair trade relations with foreign 
countries? 

I can answer that in the affirmative for you right now, and I hope 
you give us a good answer to that, because I am very anxious to find 
out about it, and I am sure my good friend from Massachusetts would 
like to know the answer, also. 
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Has the Office of Defense Mobilization taken any steps to preserve 
and protect the American cordage industry, as suggested in the last 
paragraph of the decision of March 8, 1957? 

We always wind up with a few good chummy words, but it does 
not seem to do any good, and I am particularly anxious for you folks 
to look into this matter, because, in my humble judgment, it is neces- 
sary to protect this industry. 

As I pointed out—and I am sure the witnesses who appeared before 
you some time ago pointed out—the steps taken in this decision will 
simply mean a reduction in the production of cordage, and necessarily 
it will affect those in the business. 

If we have to depend, in time, on production of cordage abroad 
in case of an emergency, that, in my humble judgment, is bound 
to affect our security. 

I would like specific answers to these specific questions that I have 
asked you and that I am making available to you in prepared form, 
so that you may have them. 


NECESSITY OF CORDAGE INDUSTRY TO DEFENSE 


Senator SALTonsTALL. Senator Ellender, perhaps this is covered 
in your list of questions, but the question that occurred to me is: How 
necessary is the cordage industry to our national security in time of 
emergency? 

Senator ELLenpgER. That question was asked by me indirectly, but 
since you made it more specific I am sure it would be in line with my 
inquiry. 

As I understand, Mr. Kendall, you would prefer to mull over those 
questions and have answers ready for the committee. 

Mr. Kenpauu. Some of them [ could not possibly answer without 
getting the information. 

Senator ELLENpER. I hope you look into this matter very carefully 
and give us answers on that, because I find that a good many of our 
do-gooders on the Washington level, as well as those abroad, are 
prone to use our good tax money to develop industries abroad to the 
detriment of industries in our own country here. If we are put into 
the position where we must depend on foreign manufacturers for 
cordage that is so necessary to our security, | would like to know 
how you can justify the decision to the committee, particularly the 
last part that I referred to. 

So we are going to await with interest your answers to those 
questions. 

Mr. Kenpauu. Very well, Senator. 

Senator E:tenper. Thank you, Mr. Chairman. 

(The information referred to follows: ) 

Q. How much is in the bill to be used to stockpile the fibers for twine and 
cordage materials?—A. The bill does not include any funds for stockpiling cordage 
fibers, the stockpile objectives having been met. The sum of $1,750,000 is 
included to cover the cost of rotation of fibers. 

Q. What is the fiber stockpile’s present worth?—A. At present prices the stock- 
pile of cordage fibers is valued at approximately $75 million. 

Q. Do you feel the maintenance of such stockpile necessary to American 
security?—A. Yes. 

Q. If so, how can you justify that position with the evident position of the 
Office of Defense Mobilization in refusing emergency protection to the domestic 
twine and cordage industry on the basis that in case of a conflict adjacent countries 
would supply United States needs?—A. The Office of Defense Mobilization has 
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not taken the position that in case of conflict adjacent countries would supply 
total United States needs of cordage fibers. The reasons for the conclusion of 
the Director of the Office of Defense Mobilization that the current level of 
imports of hard-fiber cordage and twine products does not threaten to impair 
the national security within the meaning of section 7 of the Trade Agreements 
Extension Act of 1955 were stated in the press release dated March 8, 1957. A 
copy is provided the committee herewith. 

In view of the fact that rotation of fibers is necessary to the maintenance 
of the condition of the stockpile, does the Office of Defense Mobilization intend 
to use the same yardstick as was used to establish the stockpile goals or to 
maintain a stockpile only in accordance with the industry’s declining ability to 
rotate it?—A. It is the intention of the Office of Defense Mobilization to maintain 
the entire stockpile. There is no present evidence that necessary rotation cannot 
be accomplished. 

Q. Is it the policy of the executive branch of the Government to sacrifice 
~~ industries so as not to impair trade relations with foreign countries?— 

- No. 

Q. Has the Office of Defense Mobilization taken any steps to preserve or pro- 
tect the American cordage industry as suggested in the last paragraph of the 
decision of March 8, 1957?—-A. No decision has been reached as to whether 
there are steps that can be taken either by the Government or industry to reverse 
the present downward trend in the economic status of the industry. 

Q. How necessary is the cordage ae to national security?—A. Capacity 
to produce hard-fiber cordage continues to be necessary to the national security. 
No adequate substitutes for hard fiber cordage have as yet been developed for 
the military, industrial, and agricultural use of rope and twine. 


EXEcUTIVE OFFICE OF THE PRESIDENT, 
OrricE oF DrEreNnsE MOBILIZATION, 
Washington, D. C. 


(Advance for AM’s Friday, March 8, 1957) 
No. 571 
Arthur 8. Flemming, Director of Defense Mobilization, today announced his 
decision on an application of the domestic cordage industry filed under section 7 
of the Trade Agreements Extension Act. 
His decision is contained in the following memorandum: 


Marcu 7, 1957. 


MEMORANDUM ON THE APPLICATION OF THE CoRDAGE INDustTRY, FILED WitTH 
THE OFFICE OF DEFENSE MoBILizATION UNDzR Section 7, Pusiic Law 86, 
84TH CONGRESS 


On July 12, 1955, the Cordage Institute filed application for consideration under 
section 7 of Publie Law 86, 84th Congress, commonly referred to as the Trade 
Agreements Extension Act of 1955. This application was supplemented on 
February 9, 1956, by a brief containing supporting information. On September 
11 and 12, 1956, a public hearing was held, under the direction of the General 
Counsel of the Office of Defense Mobilization, at which time parties appeared 
both in favor of and opposed to the action proposed by the Cordage Institute under 
section 7 of the Trade Agreements Extension Act of 1955. 

The original petition requested me as Director of the Office of Defense Mobili- 
zation to make a determination ‘“‘as to whether hard fiber cordage and twine 
products are being imported into the United States in such quantities as to 
threaten to impair the national security.” 

There are three products to which I have given primary attention in connection 
with the consideration of this petition; namely rope, farm twines, and industrial 
twines. 

1. Rope is undoubtedly the most important of the cordage products, looking 
at it from the point of view of the Nation’s direct military requirements. The 
record shows that this product is already protected by customs duties. The 
record also shows that imports during recent years have remained at approximately 
8 million pounds a year, or approximately 7 percent of the total domestic con- 
sumption of rope. 

I have found, therefore, that the imports of rope into this country do not 
threaten to impair the national security. 

2. Farm twines: It has been the policy of the Congress that, on economic 
grounds, farm twines (binder and baler) should be permitted to be inyported into 
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the United States free of import restrictions. This is shown by the fact that 
binder twine has always been on the free list in tariff legislation, and the fact that 
Congress specifically provided similar treatment for baler twine in 1951. 

I believe that the executive branch should not take action contrary to this 
policy unless the threat to the impairment of our national security has been 
clearly established. 

I find that the bulk of the imports of farm twines comes from countries whose 
resources may be assumed to be available to the United States in time of an 
emergency and that, therefore, such a threat to the impairment of our national 
security has not been clearly established. 

3. Industrial twines: Imports account for about three-fifths of the domestic 
consumption of industrial twine. This fact must be considered along with these 
additional facts: 

(a) There is not a clear-cut relationship between the industrial twine portion 
of the entire industry and national security. 

(b) The share of imports in the domestic market has remained very close to 
three-fifths annually for about 7 years. 

(c) The bulk of these imports also comes from countries whose resources may be 
assumed to be available to the United States in time of emergency. 

(d) Industrial-twine sales have accounted for only about 12 percent of the sales 
of all twine by the domestic cordage industry during recent years. 

In the light of all of these facts it is clear that the industrial twine situation by 
itself could not be used to justify a certification that imports of cordage products 
threaten to impair the national security. 

In addition to making these specific findings relative to these cordage products, 
I have also taken into consideration the fact that some of the countries which 
are the sources of imports of cordage products are also sources of cordage fibers 
and that some of the most important machinery for manufacturing cordage and 
twine is normally imported. ikewise, I have taken into consideration the fact 
that approximately three-fourths of the imports of farm twines during recent 
years have come from adjacent countries on which this country is dependent for 
substantial quantities of critical and strategic materials. 

From the standpoint of the domestic-cordage industry, as well as from the 
point of view of broader national-security interests, it is clear that we should not 
take a step which might impair trade relations with these countries in the absence 
of a clear showing of a threat to impair our national security. As above indicated, 
I have concluded that such.a showing has not been made. 

Therefore, considering all of the available evidence, I do not find sufficient 
reason to certify to the President that the current level of imports into this country 
of hard-fiber cordage and twine products threatens to impair the national security 
within the meaning of section 7 of the Trade Agreements Extension Act of 1955 
(Public Law 86, 84th Cong., approved June 21, 1955). 

At the same time, however, because of the relation of the industry to national 
defense, the Office of Defense Mobilization, in cooperation with other Government 
departments and the industry, will seek to ascertain whether there are steps that 
can be taken either by the Government or the industry to reverse the present 
downward trend in the economic status of the industry. 


TAX AMORTIZATIONS 


Senator Dirxsen. Mr. Gray, before you leave, I have just 1 or 2 
questions. , 

I do not suppose you have had the opportunity yet to take a look 
at the entire tax-amortization picture, but I understand that tax 
amortization occurs only on certification by your agency. 

Mr. Gray. That is right. 

Senator Dirxsen. I wonder if you could not compile a short tabular 
record for insertion in our hearing record here, for the last 2 or 3 years, 
whatever figures you may have, showing the number of applications 
for tax amortization, the number granted, if it could be broken down 
into some general category or categories, such as construction, min- 
erals,andso forth. I think it might be rather helpful to the committee. 

Mr. Gray. We can furnish that, Senator. 

(The information referred to follows:) 
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Herewith is a tabulation, by category, of the applications received for necessity 
certificates, also showing the number certified from the start of the program in 


1950, through December 28, 1956. This is the latest report available reflecting 
data by category. 


In addition, we have attached a copy of the latest biweekly report giving 
summary data, but not by categories, cumulative to March 20, 1957. 


EXECUTIVE OFFICE OF THE PRESIDENT 
Orrice oF DrereNnsE MOBILIZATION, FINANCIAL Pouticy Activity 
Report on tax amortization applications as of biweekly period ending Mar. 20, 1957 
Cumulative to date 
Summary Number} Percent | Dollars (in 


thousands) 


(a) (b) (ce) 








Total filed = : a co oe anes winged SPR 100.0 | 61,083, 607 
Total processed : 99.2 | 59, 748, 587 
8 


Total pending- ---__- 1, 335, 020 


Current period Cumulative to date ! 


Analytical breakdown Number | Dollars (in| Number | Dollars (in 
thousands) thousands) 


(f) (g) (h) 


Total filed 





Total processed: 
Certificates outstanding: 
Number and amount es for 70, 256 38, 824, 206 
Amount certified - sane bee ncaa 69, 128 |_._-- 37, 479, = 
Percentage amortized. 41 
Amount amortized __ Gai etnentidlididdlad scant 28, 526 aianeie 22, 673, 208 
Certificates canceled: 
Number and amount apolied 8 for 1, 922 1, 579, 801 
Amount certified - __- oa ‘i saa g ue edie 1, 537, 390 
Amount amortized - -- ban Beals 854, 284 
Certificates expired: 
Number and amount aenNee OFa.c... 1, 306, 841 
Amount certified. __.._- alnn a : 1, 243, 821 
Amount amortized _- ninwincn wiggle aliasaninincalicinsialle mance nd 819, 815 
Certificates denied ___._.._...._.--- 11, 699, 100 
Coseiiseneen rajeeeea................ ; 3, 359, 974 
Applications withdrawn 2, 978, 665 


Subtotal processed (items 5 through 17) __-- : p 32,105 | 59, 748, 587 





Pending: 
In process... ---..-- see sand mehlaa apna bags Dhaba Reena. geile 264 1, 335, 020 
In transit _- 3 ; 0 0 


21 Total pending (items 19 and 20) Po 264} 1,335,020 


1 Cumulative data reflect revisions, adjustments, and amendments. 
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EXECUTIVE OFFICE OF THE PRESIDENT, OrricE oF DEFENSE MOBILIZATION, 
PrRopucTION AREA 
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Number 

Product or service of appli- 

cations 

received 

Cotton ginning and compressing--...-.........- 150 
pO Ea eee eee il 
SS ee ee 173 
I I hs Bis pide nn ota ow newecnecnnse 28 
aa cia ated ented: a aheeaes y 
te Oe L, a oes tae sadbegeciinshnaiel 14 
RII i cGes dot ckniceckounsuneaeaen ll 
PE hk dock Gi dhdanendipeny seupectuslicann 22 
Manganese ores..__.....-.--.----.----.-----.- 9 
NI ON 3 es Sn cae nwnclnabieie 30 
Other ferro-alloy ores_-_._..........--- allah 4 
EY GU 6 sec lan cn dm neseen oben anabainne 3 
I NE 6h Bi cabid newninacihansbiomswnioaite 23 
Uranium radium vanadium ores......--------- 34 
eo EE ee eee ae 20 
IN IE EE ind Sas ncwbosiupsbenubbead 5 
ad cnnindan Londepapebeda 176 
CONE As bet iGhaideessuciccncesepewn se pence 21 
0 a eee ~ SS 48 
INS Bini oo Canicnccsncnenpenebakbede 255 
Oil drilling and services- ..-.-- bale cine asaiatai oc 4 
PIL. .nctwecccupenciesdpepeecs 8 
NE oe. cw cdkseebagemebeoss 1 
in ane eannesinasamonne es 1 
I in, cnc cummncuinebeene 18 
none nrencsennwssueokatae 1 
ee Se ee ee 1 
Crushed sandstone. --...-.--.-- . 2 
Other crushed stone- 3 
Sand and gravel._------- 16 
i PE Bak ocensuen aes eakageg anode 3 
rr aa Saatapo enoaaete 1 
I Ns od cicnicti nnd noduped on dnindiginadors 1 
i a eee See ee 1 
I 6 5a atcinccdeiethwatbanin shaded 6 
OUI i dks cpa cknalinncmettoenunites 1 
PMR co osccn cso 2 scp a Settee Bird dine qeetpanedn 9 
tenet bieemeele siteetin tla wees 9 
IR aac oneonduatinccnbedpeie 4 
ET os Sclinwotpnsnnkoonnidnesbomnd s 
so a ectialspwen pobiident 2 
EE sha din ciethnnciadtbacdsuillivw ajinnsaome thee 15 
A mea I ci iocl cnn Reims ancsbanilosecee silted : 
Native eee nl. ee  caseepenalien 1 
lee culndinanntnawmecnnnatpedsee 2 
hat i ndeatnoapescensnepa 12 
pe ere 16 
Street construction..........................-.. 1 
Other heavy construction_...................-- 16 
Plumbing and heating-_.....................-.. 2 
a Na ae ini dmeip eee aan 1 
Ee a ee eee basa 1 
ee 1 no cicubodimenbe 2 
ey I inne ccensnenns 1 
Structural steel erection. -.-_-...........---.-- 1 
a eee nthewbanbindnn 1 
Ee ec deccbinn ceo 1 
SEEM Se ee SS 103 
Artillery ammunition. -.........-- a ae: 475 
Ammunition loading........................... 6 
ON ES aS ae 161 
ek kn i nennctelenuae econ 254 
Sighting and fire control___..............-..--- 139 
Sh i Cin wenccowtensrhwernaammenis 85 
Small arms, ammunition................------ 24 
ee Beas, dng. ok ewe scncnees 190 
Sa a vi chines mast 52 
NE SO icin cncnsccnckossane rend 20 
Poultry packing..__....._- aes naphintnedwaaell 42 
CGNs a hans en cel 10 
Ice*€ream manufacturing -_-...........-.-.---- 1 
Special dairy products__...............--.--.---- 2 
CI Ee as gc ence ccs n en awnnies . 
Canned fruits, vegetables, etc__...-.---------- 84 
Dried fruits, vegetables, etc. _......---..----.- 5 
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Necessity certificates issued from start of program in 1950 through Dec. 28, 1956 


Number 
of appli- 
cations 
certified 
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N ae certi ete issued from start of program in 1950 through Dec. 28, 1956—Con. 


Product or service 


Pickled fruits, ete 
Frozen foods 
Flour ____- ns ceceteagth Rie alae aeons 3 a 
Prepared OI ce ee 
Cereals. -.--- 

Rice cleaning 
Breads. - - 
ia er Eas asistencia ea ied 
eS ee Sere See 
Cane sugar refining 
hE bn nc nnckdboncncsschingbibwes 
Candy, etc. ....-..-.. gettin ecaprasindlescsannivn 
Cpaewnte and cocoa 


alt 
Distilled liquors EE cb dibhiccs cunctabiteieddeseas 
Baking powder, ete..._.-............-.._- 
Shortening, ete. .......-.--- 
GINO ESOL... cc duthoncwencohaiperdiiiane 
COORD GI, GED. ccecccessdin-~- 
VOIR BIN CII a ian cnedeiccscocscnschindsase- 
I BI oo cenncanitit~~~ccnseiil 
Other food preparations. A ae 
Cigarettes_ 
Textile fiber preparations. - a. 
— (not elsewhere classified) _- 
0 

a ha at ee 
Yarn mills (not elsewhere classified) 
Yarn throwing mills 
Thread mills_ -._~- 
bees mills (not elsewhere classified) -- 


Broad woven fabrics. __- 

Broad woven fabrics (not elsewliere classified). 

Narrow fabrics. -_..-- 

Full fashioned hosery -- 

Seamless hosery. ------ 

Knit outerwear. 

Knit underwear- 

Knit gloves... 

Knit fabrics___..-..--- 

Dyeing and finishing_ 

Wool carpets, ete_- 

Linoleum, etc. --.--- 

Wool felt hats____- 

Other felt goods_ _-- 

Padding, etc 

Waste, etc 

Artificial le vather, etc 

Jute goods 

Cordage and tw ine- 

Other.textile goods. - 

Meni’s strits 

Suit findings--.-.--- 

Men’s furnishings_ 

Men’s underwear 

Men’s trousers. - - - , 

Men’s sport clothes, ete. - - - 

Women’s dresses- --..._--- 

Work gloves, etc 

Suspenders, ete_-__- 

Raincoats, ete. _..._._- 

Leather clothing. .........__. 

House furnishings. -___-__--- 

Textile bags. 

Canvas products -- 

Other textile products _ spabhoannonasdiidbieea 

aoeees CMnDS. . Ske aoe ingebtaaeccshe 

Sawmills... ......-. all 

Veneer mills .. 

Shingle mills_______- : 

Special sawmills _------- 
illwork plants_ 

Plywood plants. 


wood buildings. Shdecnn Shh Teacca 
I nn Loli aos anauh alias aon 
ee I Gn 8 Se os 5 a ee ho 
NS Be. cck iebewewan 
Wood preserving... ......-. , <3 


Number 
of appli- 
cations 
received 


Estimated 
cost 


Number 
of appli- 
cations 
certified 


Amount 
certified 


Amount 
amortized 


COQ he Doe oO 


_ 


eH wm ani anwre 


= bo r i) 





x BSer pSier> 
BeRSresansZees 








0 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 |. 
0 
0 
0 
0 |- 
0 
0 |. 
3 
0 |- 
4 
2 
4 
0 
0 
1 
6 
5 
31 
30 
9 
4 
0 
0 
0 
0 
0 
0 
4 
2 
0 
0 |. 
0 }- 
0 
0 
7 
3 
1 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 


MOF so 167 
4,781| 3,046 
6, 533 2, 629 
3, 510 2, 107 
18,072} 7,229 
0, 447 |B BT 
18, 759 , 380 
19, 572 11, 346 
52, 748 23, 135 

484 
SRE Lt? “Mi 
11, 148 516 
a a6 
761 392 
3 i4 
58 31 
a dothe 220 | 146 
1, 504 1, 321 
2, 581 902 
18, 071 7, 705 
Bie nae 
892 223 
777 377 
18, 329 3, 908 
2, 003 i, 718 
eo ae 40; «188 
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Necessity certificates issued from start of program in 1960 through Dec. 28, 1956—Con. 



















Number 
Product or service of appli- paaiimated ofap 
cations 
received 
Ns pois Geis ei 
Ww oducts (not elsewhere classified) ------ 20 
Wood Sbacispdee ah ah cnoncnn cadences 7 
Wood furniture, upholstered...........-...---- 3 
van furniture “ ture. meaaeehyirea-verbtaermer 1 
attresses and springs..................-.-.-- 7 
Wood office furniture....................-..--- 2 
Metal office furniture-_-_..............-..---.--- 7 
Public building furniture_...............-.---- 2 
Professional furniture................--.------- 9 
Partition shdives, 6te......:.......-...s...--.- 17 
PE i ccntons dhncnencssplicvenesc 2 
Restaurant furniture_--..............-..-.----- 1 
Furniture (not elsewhere classified) _......_..-- 1 
id ts tee knack Abnwnnnnadindhtmindeimene 91 
SN ee itin ong deen naw sin dittodensen 181 
NE INN Ta ilk inna cncdadnocnn 1 
PE ihiins niconctdhancencentdiivuncene= 28 
TS i cies ek Eh oo a asmntnddtietlaninale 2 
hin inecnankdannee spas Ai teccnh isch 16 
I dt . cca aennmaanih 46 
ES SS RE Sk Se 28 
Converted paper products (not elsewhere 
NN Paice no bn cnnncnnnseubdboncs 46 
Ne A illinnnnnkcemennnsanhaibtadeinine 7 
HE finda nnnandctonnacnacditudiinnnn 1 
ii ccnensedbenanescubdhtonnaiman 4 
re inna cme dd onannanakdithdaener 5 
Commercial printing ..-.............--......--- 31 
I iienennwnns i ntcenanabdtenanen 4 
Ne SE) Se ee ee aes 3 
Alkalies and chlorine. -_--..............--..-.-- 120 
Inorganic chemicals (not elsewhere classified) -- 491 
Cyclic crudes_...-.-..-.- 58 
PE, ccndubidncce 162 
Synthetic rubber- ---. 24 
Synthetic fibers. ...........- 49 
iri etallenenanonpaiines 23 
Organic chemicals (not elsewhere classified) 351 
Biological products.........- 39 
Botanical products. --. 1 
Medicinal chemicals__- 21 
Pharmaceuticals _-- --- 76 
Soap and glycerine -.--- 19 
Cleaning preparations.- -- 18 
Sulfonated oils--.-..-..---- 5 
Paints, ete... ..-...-.-.. 31 
Inorganic pigments. .-. 27 
Whiting, putty, etc._- 1 
Hardw distillation . _- 4 
Softwood distillation _ - 6 
Fertilizers. __........-- 43 
Fertilizer mixing ------ 7 
Cottonseed oil mills-_.. 30 
Linseed oil mills ....--.- 1 
Soybean oil mills 12 
Vegetable oil mills (not eslewhere classified) - - aes 5 
Marine animal oil: 1 
Fatty acids 4 
Essential oils_-_.- 1 
Glue and 3 
Bone black, 35 
Compressed and liquefied gases..............-. 145 
ene PNA 55655 <8cncncnchdhipptocwes : 
hein and products (not eslewhere classi- a 
I i ee. cmobaltientnemne 818 
IN es oS wen cccnbenphhenone 32 
NNN GRR ro cc5<5-)......napearnboanct 73 
Gabor es, Fe... 523. aiinnmn eh eee 1 
IN SE. wainadent-seccoccaspephhtiesans 14 
ene enete.2: 2. .........:---..- SS PF ae 4 
ees... 5-5 edo n nono nbapnparen aa 2 
Gipend greaeeg. 2. --..-.-2--------. ost. ~-s 10 
Other oil products (not elsewhere classified) - -- 2 
ame Genes... --. 1.3... ee thanns 109 
emneer tecbwretGecscse2= 4-2. ---....-icb---.-s 6 
TOE FOU iis sa ssh... anno tickeneses 23 





Rubber products (not elsewhere classified) - - .. 166 
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Necessity certificates issued from start of program in 1960 through Dec. 28, 1956—Con. 



























Number Number 
Product or service of appli- | Estimated | of - 
ca cost cations 
received certified 
Thousands 
ES OGENGE SOIREE. on coca icihn coerce dndivdsscccen 5 $271 0 
Leather belting ond peekiae........ 54. 4k..-.- 3 564 1 
ET ER RC See 3 523 0 
Footwear (not elsewhere classified). .......-.-- 6 443 0 i 
ress leather gioves......-i.........2..-4.-..--. 1 7 0 j 
Women’s handbags 1 3 0 
: Small leather goods 2 628 0 i 
' EE vinta btvaksnnoschsbndaunacice tia 1 41 0 
Leather goods (not elsewhere classified 5 165 2 i 
itn diint bh onaecbietibnnanmandial 7 53, 557 3 i 
OS RRS SRT ee 5 4, 349 1 { 
Pressed and blown glass (not elsewhere classi- ; 
TED x smacdpsittharadiicttien anid tes aiaswnahhindasenads 14 22, 410 7 { 
Converted glass products...................... 5 3, 986 1 i 
COO, oki dahl noite saanandtbaleddnens 91 324, 701 33 h 
Tetee Gnd Nome Bile. ... a... nndddliean- 5 1, 820 0 
Oe) UU — see 4 1, 322 0 
EN RE TE 6 2, 887 2 f 
RINE DORONINNB SS... ss viletenaeo<-sdiediincsne 96 51, 446 67 ! 
Structural clay products (not elsewhere classi- j 
iD ninincpaih tls linia tl on acnseg Ee 1 62 0 i 
Vitreous plumbing fixtures_............-...._- 3 616 0 i 
: Vitreous chinaware............................ 1 72 0 { 
: Porcelain electrical supplieg................... 21 5, 349 13 4, 502 3, 130 | 
' SS tS ERIN Tae 17 5, 914 ©:|.....<saeugual>tobsnase 
SEL TIT citicnciuh nlinoavestneitiueiixamansnuain 12 15, 633 2 249 163 
Re AE RR ET ES EE. 51 37, 009 | 23 22, 653 16, 716 : 
WE WOE ho cnmiscieinn nncnee die adncees 28, 131 | 16 19, 623 13, 646 
Cut stone and products........................ y 3, 219 1 | 620 186 
SAMA VO DEIN. 6. ont. dhe cnatinunddlhndiionsoe 87 43, 811 63 | 29, 392 19, 152 (i 
po aT Sa 14 5, 944 3 | 277 150 i 
Steam —s and insulation.__.............- 41 18, 519 19 3, 690 2,178 | 
’ Tn a lk anes 2 386 1 236 153 ! 
' SEN GON TIIES C0. oc capcibecaccucduduiiincoon 38 20, 117 | 16 14, 141 7, 495 
ESS Se Sa RY See 1 1, 243 ©. 1... ncesieainin bextescningite 
Nonelay refractories. -..-............-..-...----- 44 62, 234 | 36 54, 991 44, 558 
Stone, clay, glass (not elsewhere classified) - -.-- 10 16, 417 | 2 1, 641 
' DN eS eS Te ee 150 | 1, 622, 389 102 921, 377 735, 
NUR 6 chiki BO sos acgulibascnenusdiitibeasis 7, 404, 095 | 456 | 2, 658, 631 1, 708, 167 
Electronics products._.-.-.-.-.--- ein bie 65 243, 362 41 | 197,773 134, 156 
SaaS Sa ae 171 98, 281 133 | 41, 505 27, 522 
Malleable iron foundries_..................-.-.- 48 28, 147 39 24, 924 16, 089 
' UNS MING. a bcenadd Sutian eds datteconant 209 77, 680 176 62, 148 41, 999 
Montecrons sunditing........5....-.-..cdsedsecves 1 646 1 646 517 
CRE MIE, ono chadetequbuabusetencasas 15 102, 787 8 87, 484 61, 458 
TS EE Es ee ee Oe eae 10 3, 954 3 1, 947 1, 169 
GIS on nb dildboens onsdiegibesee 3t 60, 662 17 25, 762 15, 678 
Aluminum refining................-.....-.---- 73 | 1,693, 178 | 38 737, 478 616, 704 
Nonferrous smelting (not elsewhere onetet) ie 40 250, 509 19 72, 973 58, 330 
Secondary smelting, nonferrous_...-..........- 21 5, 807 11 4, 079 2, 960 
Rolling, ete.: 
ET hh asaya dhtannaaaceAdeanen 72 54, 479 24 14, 374 9, 296 
RIE aa a5 ic nncgipeccncucupclipacddaen 127 423, 989 79 300, 877 198, 614 
Nonferrous metals (not elsewhere classi- 
ON. 3 iss nc nnnchedpecudsasep suneiwenae 83 123, 508 63 101, 799 74, 338 
Nonferrous foundries. _....................-.-- 194 50, 604 96 22, 065 13, 972 
Iron and steel forging....-.......---..-....-.-. 160 80, 744 126 56, 060 38, 464 
VEGI < ab pcucdgdiasdccaccstidedacmiee 97 31, 773 63 15, 419 9, 092 
Welded and riveted pipe. .............-.-...-- 79 249, 815 57 226, 775 153, 668 
Primary metals net elsewhere classified ___-_.-- 261 217, 379 200 135, 716 82, 079 
vey UE SRR eee 142 69, 705 55 54, 655 20, 828 
I worm tsco Bitoni aesecitiSpeiellihigtincinniesianaihead ies sigil 1 340 @ ls nsecs ceil. 
BP SOON... baad iaccesdauncnondnns siueneede 9 1 6 4 
ne CUE i in osc an had dbbalinceis 39 4, 467 9 1, 638 912 
Hand saws and blades_.._...................-- + 1, 449 t 1, 409 1, 038 
Hardware not elsewhere classified... .........- 43 3, 699 14 821 548 
' Enameled and metal sanitary ware_.........-- 8 9, 209 2 27 2 
' GENUINE... Sabon ee EL 5 sla ddlindnones 2 178 1} 132 73 
Heating and cooking (not elsewhere classified) - 26 5, 480 | 16 4, 183 1, 780 
Structural steel work... ...............-.-..-. 181 78, 279 | 93 45, 605 24, 172 
Metal sash and doors.............-...-.-...-.. ll 2,042 2 300 188 
; po ee eee. eee 137 63, 454 | 76 | 48, 929 24, 580 
; eS Se ee > 27 4,175 7} 690 406 
' Vitreous enamelware................-.---..--. 6 502 1} 18 12 
Stamped and pressed metal products-_-_.....-- 75 21, 992 | 37 | 4, 660 2, 969 
Enameling, etc., metal. ....................... 16 2, 028 10 | 1, 265 561 
CPN Bon sno cgctnnemnnocpditocananes 12 7, 868 8| 6,782 2, 904 
OT OREN oS oie og cece A cc ctbsecbeeuia ll 565 | 8 317 130 
ND db. one cenit. daten nine inwaiinnneth 82 11, 193 | 43 | 3, 552 2, 188 
BONES ME hos co nntcboccccccapsdacddbades 19 8, 937 | 10 2, 972 1, 969 








52 


Product or service 


ne 8 ool She ee ee 
Wirework (not elsewhere classified) 
Metal barrels, etc 
Safes and vaults 
SERFS SEE EE EE Raine Sa Segal encpt 4 
RTM «nas ohick hoo cies een coaonh 
Screw machine products 
EE Sen cite nend 00 oS ooo st Eee gs 
Metal products (not elsewhere classified) 
Steam turbines 
een Cee ook Roe See eo 
RSI Sita pcan alcatel 6 
Heavy construction machinery__.________- secs 
Oilfield machinery 
Machine tools 


Metalworking machinery-_-__......_..---.-- 
Machine tool accessories_____..-.......-_- 
SS > ne SS Fa 
Special machinery (not elsewhere — nok 
General industrial —e- cae Te 
Conveying equipment... oe 
Ventilating equipment--_................--.--- 
Industrial lift trucks_..._- 
Industrial furnaces. ------ 
General industrial equipment (not elsewhere | 
NE a oe ee 
Electronic computers__-_--__----- 
Refrigeration machinery _. ee 
Special valves and fittings. * 
eee Se : 
Antifriction bearings --- - So 
Special industrial machine shapes______- 7 
Wiring devices______- pees 
Carbon and graphite electrodes. 
Electrical recording instruments_- 
Electric motors, generators, etc - 
Power and distribution transformers... ..-_- 
Electrical switchgear --_-------- ee 
Electrical welding oa 5 js 
Electrical equipment - Reo tS ee 
Insulated wire and cable__- 4 
Electrical equipment for military vehicles, air- | 
craft, etce__._._._. | 
Communication "Semele tk ‘and electronic 
equipment - ane ee | 





Electronic tubes... - ps 2 eee -| 

Telephone equipment -.....-.-.- | 

Communication vanes Ol (not elsewhere | 
classified) | 

Storage batteries (special) _ _ _ - 

X-ray and electronic tubes__- 

Electrical products (not elsew here classified) 

Military vehicle parts - pe 

Military trailers. ____-_- 

Military vehicles. - 

Military aircraft.._.___.___ 

Military aircraft engines and parts : 

Military aircraft propellers and parts. ___ - 

eae? aircraft parts (not elsewhere classi- | 

) 


| 


Shipbuilding and repair. es 
Locomotive and parts. -- 
Railroad car manufacturing facilities 
Scientific instruments. --- 
Mechanical measuring instruments 
Optical instruments -__--_---_- i 
Surgical instruments 
— and devices (not elsewhere classi- | 
Photographic equipment 
Clock-operated devices _-.-_----- S58. 
Plastic products — elsewhere classified) 
Safety fuses. __._- 2 aso bi é 
Foundry patterns__ 
Miscellaneous products (not elsewhere classi- | 
ee iid Sinn o nnnsepektiasanaee 
Railroad rolling stock and operating fi facilities __ 
Railroad terminal facilities - - ; ; 
Special railroad cars_ 


Number 


of appli- 
cations 
received 


GENERAL GOVERNMENT MATTERS APPROPRIATIONS, 





Amount 
certified 


1958 


Necessity certificates issued from start of program in 1950 through Dec. 28, 1956—Con. 


Amount 
amortized 


_———— | | I | 


212 
163 


‘ 


17 
116 
175 


115 


104 


93 
767 


139 | 


26 





43 | 


14 


15 
271 
585 
784 


1, 371 | 
190 | 


23 

39 
207 
182 


46 


97 
65 
66 


14 
4 


ll 
3, 030 
83 


9 | 


61, 484 
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ae 


B22ZR FZRISSESE 
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43, 032 


418, 472 | 


140, 351 
20, 402 


40, 994 | 
89, 594 | 


48, 386 
18, 720 


4, 185 | 


39, 308 | 


51, 742 
1, 976 
29, 326 
1, 610 
746 


1, 493 

6, 650, 458 
69, 997 
34, 245 


22 


16 


188 
485 


678 | 
51 | 


, 116 


105 | 


21 
179 
136 


11 


41 
6 


ll 


2, 328 


~ 
‘ 


18, 
27,072 


19, 166 
716 
342 


848 | 


5, 962, 698 
63, 063 


33, 505 | 


10, 652 
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Necessity certificates issued from start of program in 1950 oat Dec. 28, 1956—Con. 


Number | i Number | 














Product or service | of appli- | Estimated | of appli- | Amount Amount 
cations | cost | cations | certified | amortized 
received certified | 
saints | | i iene SS. 

| i | | 

| Thousands | | Thousands | Thousands 
Local railway and bus facilities__.............- 11 | $6, 790 | 1 $226 $90 
Trucking service facilities. ....____- 307 | 63, 215 | 210 38, 883 28, 545 
Public warehousing facilities... ___- sel 408 | 114, 108 | 204 | 30, 670 13, 425 
Refrigerated warehouse facilities_____. ; 105 | 56, 042 | 77 | 34, 869 20, 109 
Motortruck terminal facilities. __ , 90 | 62, 800 | 62 | 15, 542 9, 019 
Commodity warehousing facilities. __- 69 | 42, 132 | 39 | 13, 979 6, 048 
Oceangoing vessels. ......._......._-.-- Soak 48 | 601, 225 23 | 234, 801 118, 792 
Coastwise vessels.............-.------ + 52 365, 256 37 195, 161 113, 921 
Great Lakes ore carriers............-..-...---- 124 216, 748 100 176, 604 131, 560 
Inland waterway vessels -- pee eee recuse 537 292, 442 440 205, 530 139, 894 
Towing and tugboat facilities. _- scbye.t 176 | 67, 039 129 42, 229 29, 790 
Piers and docks and ary facilities......_.. 62 | 69, 116 44 47, 996 22, 440 
Commercial aircraft _ ______- ; 143 | 2, 524, 343 59 | 1,068, 485 853, 733 
Airports and terminals. -___--_-- Sua 19 15, 302 14 | 10, 534 6, 321 
Petroleum pipelines __---- au deciss -+| 335 | 2, 852, 093 253 | 1, 240, 836 334, 217 
Leased railroad cars___-.- 5 cunibehb alae th 171 563, 321 150 544, 219 | 433, 592 
Packing and crating facilities.- aie 31 4, 393 5 | 146 77 
Railroad facilities (not elsewhere classified) _- 14 5, 886 8 | 5, 450 3, 62 
Telephone facilities (military) -- : | 29 3, 754 18 | 1, 946 1, 254 
Telegraph facilities. __..........._- ‘ 18 17, 379 16 | 13, 142 6, 819 
Electric power facilities_____._- aio | 1,241 | 8, 896, 759 913 | 6, 515, 766 3, 191, 075 
Natural gas pipeline____..._.._--- : | 177 | 1,055, 133 132 | 952, 622 241, 159 
Electric power and gas facilities. _ _-__-- | 32 3, 213 5 | 774 70 
Water supply facilities __........_- — 17 14, 035 11 8, 324 4, 927 
Steel warehouse facilities __-_-.- aaa 54 | 18, 467 | 28 | 11, 139 5, 319 
Ferrous and nonferrous scrap facilities..__--__- 742 75, 709 | 521 53, 279 35, 301 
Steel fabricating facilities.....................--} 20 | 13, 329 | 10 8, 064 | 3. 333 
Petroleum storage facilities andes - = 837 | 339, 414 | 617 252, 562 | 108, 031 
Commodity storage facilities / | 42 | 8, 397 | 7 | 1, 299 | 519 
Research and development facilities. _- | 447 | 515, 425 | 301 293, 874 | 169, 301 
Machine shops service facilities. -- ceil 35 | 2, 695 | 21 1,011 | 66! 
Hospitals P 14 |} 9, 418 | ee ee 
Engineering, research and testing laboratories - 36 | 14, 049 15 1, 874 | 1, 220 

Total 


is. wud se alias 32, 162 | 59,798,150 | 21, 691 | 37, 015, 594 | 22, 431, 566 
! 


IMPORTATION OF RESIDUAL OILS 


Senator Dirksen. I have another question, and I do not suppose 
you have had the opportunity vet to deal with this matter, either. 

I think it was in November or December of last year that Mr. Flem- 
ming was conducting a series of hearings with respect to the importa- 
tion of oils and particularly residual oils, from Venezuela. When the 
Suez situation became acute, that whole program was suspended. 
I talked with him recently and the matter came up again in connection 
with the oil hearings that the Senate Judiciary Committee has been 
conducting. I am not sure that I can accurately indicate what he 
said, but it was my impression that he said those hearings would be 
put back on the track, that as this Suez situation modified, that some 
action no doubt would be taken by ODM on this question of oil im- 
portations. Has that come to your attention? 

Mr. Gray. Yes, it has come to my attention. 

As you probably know, Senator, Dr. Flemming wrote to the im- 
porting companies asking them for their projections, assuming norma! 
flow in the Suez Canal and some substantial flow in the pipelines. 
Those replies are in and are being analyzed now. The information is 
being assembled. 

This is a problem which I, as Director of the Office of Defense Mobil- 
ization, face under section 7 of the Trade Agreements Act. 

So that this is an active matter, and you will understand when I say 
I would not want to anticipate anything about it except that this has 
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come to my attention, I am aware of it as a problem, and we will have 
to address ourselves to it. 

Senator Dirksen. After examining into the matter a little more 
thoroughly you may be able to amplify your answer for the sake of the 
record, because both on the part of the independent producers and 
others, there is a tremendous interest in this matter and they are 
serving that interest, I think, almost every day. 

Mr. Gray. Yes, sir. I have not failed to observe that this is a 
matter of widespread concern. 

(The information referred to follows:) 


The public hearing referred to was conducted by the General Counsel of the 
Office of Defense Mobiiization in October 1956. This hearing was in response to a 
tition submitted by the Independent Petroleum Association of America on 
ehalf of 19 member associations, pursuant to section 7 of the Trade Agreements 
Extension Act of 1955. In that petition the Director of the Office of Defense 
Mobilization was requested to advise the President that crude oil, residual fuel oil, 
and other petroleum products are being imported into the United States in such 
quantities as to impair the national security and threaten to continue to do so to an 
increasing extent. 

On December 4, 1956, action on the IPAA petition was suspended as a result of 
the oil transport problem created by the closing of the Suez Canal and interruption 
of the Iraq pipelines, on the assumption that this situation would result in actual 
oil imports in the following months being below the standards established by the 
Presidential Advisory Committee on Energy Supplies and Resources Policy. 
Oil importers were advised also that “whenever the end of these conditions can be 
foreseen,” they would be requested again to submit their import plans which would 
be reviewed and a determination made of whether or not a certification should be 
made to the President under section 7 of Public Law 86. 

In a letter dated March 5, 1957, to all importing companies, the Director recalled 
(a) the Government’s basic policy of maintaining a proportionate relationship 
between the imports of crude oil and our domestic production that will insure 
continuance of adequate incentive for exploration and discovery, (b) the public 
hearing in October 1956 on the petition of the IPAA under section 7 of Public 
Law 86, 84th Congress, (c) the suspension of action in December 1956 on the IPAA 
petition because of the Middle East crisis, and (d) the Government’s obligation to 
resume consideration of this matter as soon as the Middle East situation permits 
normal oil movements. 

Further the oil importing companies were requested to submit by March 22 
statements of their crude oil import plans for the first 6 months’ period following 
the opening of the Suez Canal and the resum ption of a significant flow of oil through 
the Iraq pipeline. 

The Director stated that the information requested would put the Government 
in a position to determine what the importing companies must do in order to main- 
tain the desirable relationship between oil imports and domestic production. He 
then indicated subsequent steps to be taken in the following mnt: 

“After this conclusion has been transmitted to you and the other importing 
companies, the Government will ask, if necessary, for a revised statement of 
import plans in order to determine what action should be taken under section 7 of 
the Trade Agreements Extension Act of 1955.” 

The replies of importing companies to the Director’s March 5 letter have now 
been summarized and analyzed and are before the Director for study. He will 
confer with the Presidential Advisory Committee on Energy Supplies and Re- 
sources Policy on this matter during the week of April 8, 1957. 


IMPACT OF MILITARY INSTALLATIONS ON LOCAL SCHOOLS 


Senator Dirxsen. There is one other matter I would like to bring 
up here. 

Also within your jursidiction, by Executive order, is this question 
of the impact on schools and what funds shall be made available and 
recommended as a Federal share where we have military installations? 


Mr. Kenpauu. Where a defense development causes an impact on 
the school? 
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Senator Dirxsen. That is right. 


I do not believe I have seen an overall total expressed on the number 
of projects where we have invested Federal funds. I presume it would 
not be too difficult to set up in tabular form, by years, let us say, the 
last 5 or 6 years, the number of schools, military installations, the 
amount of Federal funds recommended, and the amount of Federal 
funds actually disbursed. 


Mr. Kenpa.u. By reason of the defense impact? 


Senator Dirksen. That is correct. We would like to have a good 
picture of it. 


Mr. KENDALL. Yes, sir. 
(Information requested is as follows:) 


FEDERAL ASSISTANCE TO SCHOOL CONSTRUCTION RESULTING FROM THE IMPACT 
or FEDERAL DEFENSE ACTIVITIES 


One provision of Public Law 815 (8lst Cong.), as amended, which provides 
for Federal assistance to construct schools in federally affected areas, stipulates 
that claims filed on behalf of children of parents employed on Federal contracts 
are subject to a specific Presidential finding as a prerequisite to eligibility. This 
Presidential finding as required by section 305 (a) (3) of the statute has been 
further described and defined by Executive Order 10524 which requires the 
Secretary of Labor to make findings on the extent of in-migration of defense 
workers in defense plants claimed by school districts and a finding by the Director 
of ODM as to whether the plant actually has a defense contract. Upon the 
receipt of these findings the Secretary of Health, Education, and Welfare then 
makes a finding as to the need for school facilities to house pupils resulting from 
such defense-caused in-migration of labor in a particular school district. A new 

rovision in this section of the law this year provides that unless a negative 
residential finding is made within 90 days of the filing of an application the finding 
is deemed to be favorable. 

It should be pointed out that only a fraction of the claims submitted under 
Public Law 815 concern pupils of parents who have migrated to a district to work 
on defense contracts. A much larger number of applications and projects are 
submitted on behalf of pupils whose parents live or work on Federal property 
(or both) most of which is for military, or other defense purposes. 

The following table shows the school projects approved, the number of pupils 
affected, and the dollar amount of Federal grants resulting from activities requiring 
ODM certification as well as the total assistance resulting from all types of 
Federal activity: 

Projects approved under sec. 305 























| Requiring ODM certification Total 
School years 2 | ates ie a 
Number of Pupils | Dollars Number of| Pupils Dollars 
projects eligible | granted projects eligible granted 
niin —————|---— = | 
SA icieintttinenédstheeos 92 | 29, 794 16, 366, 000 526 | 175, 368 100, 851, 000 
i icceseitesuhnhpitntebals 77 | 21, 078 11, 459, 000 668 153, 245 91, 600, 000 
1956-58 (estimated)... ._-- 100 | 25, 000 15, 000, 000 700 | 150, 000 100, 000, 000 
| i 








SUMMARY OF REQUEST 


Senator Dirksen. By way of summary, Mr. Gray, actually your 
request now is the amount of your 1957 appropriation, plus $114,000, 
which is your share of the contribution to the civil-service retirement 
fund; is that correct? 

Mr. Gray. That is correct. 

Senator Drrxsen. I think that anchors it. Thank you, sir. Are 


there any further questions? Apparently there are none. We thank 
you, gentlemen. 
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Mr. Gray. Thank you, Mr. Chairman. 

Senator Dirksen. We have next the President’s Advisory Com- 
mittee on Government Organization. Is Mr. Kimball here? 

Mr. Kimpa.u. Yes, sir. 


PRESIDENT’s ADVISORY COMMITTEE ON GOVERNMENT ORGANIZATION 


STATEMENT OF ARTHUR A. KIMBALL, STAFF DIRECTOR 


LETTER TO SUBCOMMITTEE 


Senator Dirksen. Next we have the President’s Advisory Com- 
mittee on Government Organization. 
Mr. Kimball, we will take only a few minutes of your time. 
First we will place into the record at this point your letter of March 
21, 1957, addressed to the chairman of this subcommittee. 
(The letter referred to follows:) 
EXECUTIVE OFFICE OF THE PRESIDENT, 
PRESIDENT’s ADVISORY COMMITTEE 
ON GOVERNMENT ORGANIZATION, 
Washington, D. C., March 21, 1957. 
Hon. Warren G. MacGnuson, 
Chairman, Subcommittee in Charge of the General 
Government Matters Appropriation Bill for 1958, 
United States Senate, Washington, D. C. 


Dear Senator Macnuson: Mr. Cooper of your staff has just telephoned to 
inform me of your letter of March 8, 1957 (which apparently has been lost en 
route and has not yet been received by this committee), concerning the fiscal year 
1958 appropriation for the President’s Advisory Committee on Government 
Organization. 

Chairman Nelson A. Rockefeller has asked me to thank you for your inquiry 
and to inform you that this Advisory Committee does not request any changes 
in the general Government matters appropriation bill for 1958 as passed by the 
House. Therefore, a hearing before your subcommittee is not requested. 

Sincerely, 
Artuur A. Krmpatt, Staff Director. 


PREPARED STATEMENT 


Senator Dirksen. To identify you for the record, Mr. Kimball, 
you are Arthur A. Kimball, and you are staff director for the Presi- 
dent’s Advisory Committee on Government Organization; is that 
correct? 

Mr. Kimsatu. That is correct. 

Senator Dirksen. And you appear here in lieu of Mr. Nelson A. 
Rockefeller, who happens to be in New York? 

Mr. Kimpatu. That is right, sir. 

Senator Dirksen. Would you care to paraphrase your statement? 
If you have a formal statement we will be glad to insert it into the 
record in full. 

Mr. Krmsatu. I have a few notes here, if I may state from them 
briefly, which will give you the picture. Then I do have a statement 
which will give the committee a list of the committee meetings and 
the activities of this committee last year and thus far in this current 
year. 

Senator Dirksen. We will be glad to insert that into the record. 

(The statement referred to follows: ) 











GENERAL GOVERNMENT MATTERS APPROPRIATIONS, 1958 57 


[EXAMPLES OF ACTIVITIES OF THE PRESIDENT’S ADVISORY COMMITTEE ON GOVERN- 
MENT ORGANIZATION DurinG Fiscat YEARS 1956 anp 1957 


Fiscal year 1956 


DATES OF COMMITTEE MEETINGS 


October 4, 1955 January 17, 1956 
October 21, 1955 February 18, 1956 
October 28, 1955 March 5-6, 1956 
November 5, 1955 March 14, 1956 
November 22, 1955 April 5, 1956 
December 5, 1955 ay 23, 1956 
December 19, 1955 June 23, 1956 


RECOMMENDATIONS TO THE PRESIDENT AND OTHER ACTIONS 


1. Hoover Commission reports.—Reviewed and recommended action with re- 
spect to each of the many organizational proposals contained in the reports of 
the Second Hoover Commission. 

2. Aviation facilities study.—Work on organizational aspects with the special 
Budget Bureau study group, whose report was made publie with the President’s 
approval in December 1955. 

3. Water resources policy—Work on organizational aspects with the Presi- 
dential Advisory Committee on Water Resources Policy, whose report the Pres- 
ident transmitted to Congress on January 17, 1956. 

4. Overseas personnel administration—Work in the development of proposals 
to provide career personnel systems for overseas personnel of the United States 
Information Agency and the International Cooperation Administration, com- 
patible with the Foreign Service system. 

5. Organization for nonmilitary defense—Study to develop recommendations 
for strengthening the organization of the Government for nonmilitary defense; 
recommended the establishment of the Presidential Committee on Nonmilitary 
Defense. 

6. The Presidential workload.—Participation in studies to identify additional 
Presidential functions which can and should be delegated to relieve the President 
of unnecessary workload. 

7. Science and technology.—Development of proposals to strengthen Govern- 
ment organization for the support of science and technology. 

8. Department of Defense organization Reviewed Defense Department imple- 
mentation of the Advisory Committee’s 1953 organizational proposals. 

9. White House—Executive Office —Reviewed and advised with respect to staff 
and special studies of the White House and the Executive Office of the President. 


Fiscal year 1957 (to March 31, 1957) 
DATES OF COMMITTEE MEETINGS 


August 17, 1956 January 10, 1957 
October 17, 1956 January 19, 1957 


November 12, 1956 
December 7, 1956 
December 21, 1956 


February 20, 1957 
March 16, 1957 
March 26, 1957 


RECOMMENDATIONS TO THE PRESIDENT AND OTHER SUBJECTS UNDER CONSIDERATION 


1. Hoover Commission recommendations.—Further consultation with respect to 
certain major organizational proposals of the second Hoover Commission, such 
as a proposed Federal Advisory Council of Health, the senior civil-service pre- 
posal, the transfer of Presidential appointment authority of certain officials to 
department heads, separation of Federal Savings and Loan Insurance Corporation 
management from Federal Home Loan Bank Board, ete. 

2. Aviation facilities study —Consultation on organizational aspects with the 
special study group headed by the President’s special assistant for aviation 
facilities planning. 

3. Civil defense organization—Recommended participation by Federal Civil 
Defense Administrator in Cabinet meetings; conducting continuing review of 
civil defense organization. 
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4. Overlapping between departments and eee earn review, based on 
Budget Bureau studies made at the request of the Advisory Committee. 

5. Independent agencies —Executive Office relationships with the independent 
agencies are under review. 

6. Executive Office of the President—The present organization is under review. 

7. Foreign atoms-for-peace program.—The organizational arrangements for 
participation of the Atomic Energy Commission and the International Cooperation 
Administration in the program are under review. 

8. Department of Labor,—Consultation with the Secretary of Labor with respect 
to certain aspects of the Government’s organization for dealing with labor affairs. 

9. Land management.—The organizational arrangements for the conduct of 
land management programs by the Departments of Agriculture and the Interior 
are under review. 

10. Public works planning.—Consultation on organizational aspects with the 
President’s special assistant for pulic works planning. 

11. Miscellaneous reorganization proposals.—The Advisory Committee has under 
review a number of unrelated organizational proposals, each of limited scope, 
intended to simplify and improve executive branch administration. 

12. Continuing review of organization of— 

(a) Housing and Home Finance Agency. 
(b) Foreign affairs agencies. 

(c) Small Business Administration. 

(d) Veterans’ Administration. 

(e) Atomic Energy Commission. 

(f) Regulatory agencies. 


APPROPRIATION SUMMARY 


Senator Dirxsen. Before you proceed with your statement, Mr. 
Kimball, perhaps we can summarize this appropriation. 

You had an appropriation of $57,000 in 1957, did you not? 

Mr. Kimpatu. $57,500, Mr. Chairman. 

Senator Dirksen. It is $57,500 for 1957fand the same estimate for 
1958. The House recommended $50,000, which is a reduction of 
$7,500. 

Mr. Kimpatu. That is right, sir. And we are not requesting an 
increase in the House figure. 

Senator Dirksen. Can you make a statement now, Mr. Kimball, 
in justification of the $50,000. 


NEED FOR FUNDS 


Mr. Kimpatu. Yes, sir. I would like to give a little background 
to the committee on the need for this appropriation. 

In January 1953, by Executive Order 10432, the President estab- 
lished his Advisory Committee on Government Organization. The 
Committee has had the same membership since the beginning. The 
members are Nelson A. Rockefeller, Chairman; Dr. Milton S. Eisen- 
hower, the President of Johns Hopkins University; and Dr. Arthur S. 
Flemming, who has just returned to his post as president of Ohio 
Wesleyan University. 

An allocation from the President’s emergency fund was issued 
initially to finance the Advisory Committee. After the President 
indicated his desire to continue the Committee as his personal ad- 
visory group, the Committee’s requirements have been financed by 
congressional appropriations. 

Since its inception the Advisory Committee has kept its regular 
staff ata minimum. Expert consultants have been utilized as needed 
on particular projects. 
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Further, it is the Committee’s practice to call on the Bureau of the 
Budget, whose Director customarily participates in the Committee’s 
meetings, to make or arrange for necessary studies where more ex- 
tensive research and analysis are required for consideration of par- 
ticular problems. 

For fiscal year 1958 we are requesting the amount approved by the 
House of Representatives, $50,000. This will provide funds for the 
small regular staff of 2 professional and 3 clerical and secretarial em- 

loyees, for expert consultants where needed and for normal house- 
<eeping expenses. The members of the Advisory Committee receive 
no compensation for serving on the Committee. 


SCOPE OF ACTIVITIES 


I have prepared for the subcommittee’s information—and have 
handed it to you—a statement indicating the scope of the Advisory 
Committee’s activities during the last fiscal year, and thus far in fiscal 
year 1957, 

Senator Dirksen. That has been placed in the record, Mr. Kimball. 

Mr. Kimpautu. You will note that the Advisory Committee has 
dealt with a wide variety of subject areas, and has continued to hold 
committee meetings on an average of at least once a month, and more 
frequently when urgent matters require. 

In addition to its own meetings, the committee has met from time 
to time with the President and has attended sessions of the Cabinet 
when organization items are on the agenda. 

In a number of cases, in consideration of areas where organizational 
improvement seemed to be needed, the Advisory Committee found 
that basic policy and operating questions requiring detailed study and 
expert analysis first had to be determined. As a result, a number of 
Cabinet committees and other special study groups have been estab- 
lished, concerned with such problem areas as water resources, trans- 
portation, and aviation facilities. The President’s Advisory 
Committee on Government Organization advises such special study 
groups with respect to organization and management phases of their 
undertakings. 

As was the case during the first years, when the Advisory Com- 
mittee participated in the development of 12 reorganization plans, 
which were approved by the Congress, a number of organization 
studies, which are now in process, can be expected to result in the 
development of reorganization plans for transmittal to Congress this 
year and next. However, it would be inappropriate for me to be 
more specific at this time, before such reorganization proposals have 
been developed to the point where they are ready for Presidential 
action. 


IMPLEMENTATION OF HOOVER COMMISSION RECOMMENDATIONS 


Senator Dirksen. Actually, this is an implementing weapon for 
the Hoover Commission recommendations, plus the consulting service 
and recommendations you render to new commissions that are set 
up, agencies, so that they are well and responsibly organized; is that 
correct? 

Mr. Kimspatu. Yes. As you will find on that list, Mr. Chairman, 
one of the major activities on behalf of the President was studying 
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those Hoover Commission recommendations which are organiza- 
tional in character. As you know, part of them were not. 

Senator SALTONSTALL. I have just one question there, sir. 

We are asked all the time, Mr. Kimball, about how many of the 
Hoover Commission recommendations have been put into effect. 
Can you answer that, or can you put the answer into the record? 

Mr. Krmpatt. I can give you the latest figures which we have on 
that. While the Hoover Commission counted about 300 recommenda- 
tions, for the purposes of our handling we count 499, because some 
recommendations have several parts which amount to separate 
recommendations. 

Senator ELtenpreR. Do you mean out of the Hoover recommenda- 
tions? 

Mr. Kimpatu. Yes, sir. 

Senator ELLENDER. Have you added to them? 

Mr. Krmpautu. We have not added to them, but a question may 
have parts A, B, C, and D, and each part is really a separate recom- 
mendation. We have to treat each separately. 

Senator ELtenperR. To what extent have you turned down any of 
the Hoover Commission recommendations since the final report was 
made by the Hoover Commission? 

Mr. Kimpatt. I will be glad to give you a summary. This par- 
ticular summary is as of February 19 of this year. We break them 
down in these ways: 

Of the total 497 recommendations, those which have been accepted 
wholly or with minor modifications are 202, which is 40.6 percent. 
Those which have been accepted partially, or as to the basic objective, 
are 151, or 30.4 percent. That makes a total accepted of 353, or 71 
percent. Those not accepted at that time were 80, which was 16.1 
percent. 

That meant that we have made a decision on 433. There are a total 
of 64 not yet decided, where the decisions are either contingent on 
future developments or further study, or are still under review. 

Senator ELLENDER. Why is it necessary to have such a large force 
to complete just a fraction of the recommendations left to be put into 
effect? 

Mr. Krmpaui. Do you mean this Committee? 

Senator ELLENDER. Yes. 

Mr. Kiupatu. This Committee has a total of 2 professionals and 
3 secretaries. 

Senator EtLenper. I understand. That is why we are being called 
upon there to build new facilities, to take care of you people and 
others. We have been trying to cut that back, if we can. Well, will 
you tell us why it is necessary to have 2 professionals there and 3 
clericals, when most of the Hoover recommendations have already been 
put into effect? 

Mr. Kimpa.t. Senator, I would like to point out that this is just 
merely one assignment of the President’s Committee. This is a group 
of three men who are advisory to the President. 

Senator ELttenper. I thought the Hoover Commission was to do 
that. 

Mr. Kimpatyi. The Hoover Commission made this very large study 
and came up: with a number of recommendations, some of which are 
in the field of organization and some in the field of policy and program 
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matters. But the President is constantly faced with problems which 
arise. An example was discussed this morning before the subcom- 
mittee here, when Mr. Lay and Mr. Staats were here. Our Com- 
mittee, for example, participated in the recommendation that the 
Operations Coordinating Board be made a part in the structure of 
the National Security Council. On that type of organizational ques- 
tion, the President looks to the Committee for advice. 


CREATION OF ORGANIZATION 


Senator ELLeENpDER. When was this organization of your created? 

Mr. Kimpatt. It was created, sir, by the President 4 days after his 
inauguration in 1953. It has had the same membership from the 
beginning. 

nator ELLENDER. I do not suppose it will ever die. 

Senator Dirxsen. Are there any further questions? 

Senator SatronstaLu. No questions, Mr. Chairman. 

Senator Dirksen. Thank you, Mr. Kimball. 


BUREAU OF THE BUDGET 


STATEMENTS OF PERCIVAL F. BRUNDAGE, DIRECTOR, AND W. H. 
ZIEHL, ADMINISTRATIVE ASSISTANT TO THE DIRECTOR 


LETTER TO SUBCOMMITTEE 


Senator Dirksen. Next we will have before us the Bureau of 
the Budget, represented by Mr. Percival F. Brundage, the Director. 

Mr. Brundage, we are glad to see you. 

Before we discuss the matter of your appropriation request, we will 
place into the record at this point your letter of March 16, 1957, 
addressed to the chairman of this subcommittee, with the attachment 
thereto. 

(The letter referred to follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., March 16, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of General Government 
Matters, Appropriation Bill for 1958, 
United States Senate, Washington, D. C. 


My Dear Mr. CuartrMan: In answer to your inquiry of March 8, 1957, about 
any changes in the general Government matters appropriation bill for 1958 which 
are required in the public interest and on which we desire a hearing, no change is 
requested and no hearing therefore appears necessary on those items of the bill 
on which the Director of the Bureau of the Budget would normally appear before 
your subcommittee. The subject appropriations are “Salaries and expenses, the 
White House Office’; “Special projects, the White House Office”; “Emergency 
fund for the President, National Defense”; and ‘‘Salaries and expenses, Bureau of 
the Budget.’”’ Materials in justification of the last two requests have already 
been submitted to your subcommittee. 

I believe, however, I should comment specifically upon two matters. One of 
these concerns the budget request for the Bureau of the Budget. The other 
concerns the emergency fund for the President, national defense. Although with 
respect to both of these matters we neither make an appeal to your subcommittee 
nor request a hearing, we consider it appropriate to give your subcommittee the 
essential facts for each matter. 

1. Budget request of the Bureau of the Budget (p. 3, lines 14 to 24).—The Bureau 
of the Budget has requested an appropriation of $4,400,000 for fiscal year 1958, 
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an increase of $465,000 over the current fiscal year. Almost half of this increase, 
or $230,500, represents the Bureau’s mandatory contribution to the Civil Service 
Retirement. System under the new law. The remainder, $234,500, was requested 
to maintain and selectively strengthen the Bureau’s staff and to increase the 
effectiveness of its operations. 

In addition, the Bureau requested three language changes, to increase: (a) the 
amount which can be expended on travel from $110,000 to $120,000; (6) the 
amount which can be expended on consultants from $20,000 to $30,000; and (c) 
the maximum per diem amount which can be paid to consultants from $50 to $75. 

The House Appropriations Committee a ced the Bureau’s budget request 
to $4,205,000, or by $195,000. In addition, the House Appropriations Committee 
failed to grant the requested three language changes. 

The effects of this action would be as follows: 

(a) The staff increases pro eos in the budget request were intended to allow 
the Bureau to employ 20 additional staff members. This increase would enable 
the Bureau to provide adequate attention to its various responsibilities. 

Without such additional staff, the Bureau will not be able to carry out its 
program of intensified scrutiny and evaluation of agency programs or its improve- 
ment surveys in particular agencies. 

In the hearings before the Subcommitte on General Government Matters of 
the House Appropriations Committee, some misunderstandings developed about 
the Bureau’s current use of staff. To explain matters fully, the Bureau subse- 
quently provided the subcommittee with an explanation, copy of which is attached. 

b) The same considerations about the effects of the reduction for staff apply to 
the requested language changes. It is our view that the additional travel funds 
would increase the effectiveness of the Bureau’s work in the conduct of coordinated 
studies of military and foreign affairs, of agency organization and management 
surveys, and of studies of financial management yg and procedures. Avail- 
ability of additional money would permit the Bureau to use highly qualified 
consultants whose temporary services are needed on specific projects and who 
should therefore not be carried on the payroll in regular positions. Moreover, as 
indicated in the Bureau’s justification, authority to compensate such consultants 
at a rate higher than the present maximum of $50 per day would make it possible 
for the Bureau to select consultants from among outstanding individuals in busi- 
ness and technical fields who are customarily compensated at rates higher than 
the Bureau can now pay. 

2. Appropriation request for the emergency fund for the President, national defense 
(p. 6, line 16).—The amount requested in the budget for fiscal year 1958 for the 
emrgency fund for the President, national defense, is $5 million. The House 
Appropriations Committee reduced this amount to $1 million. The President 
should be equipped to take prompt action in the face of sudden emergencies and 
unforeseen problems affecting the national interest, security, or defense which 
do not come within the authorized program of any particular agency. The 
additional amount would give more flexibility but it would also be helpful if it 
were not limited to national defense. Broadly speaking, this covers almost all 
our activities but there might be less possible cirticism of our interpretation of the 
needs without this restrictive language. 

Sincerely yours, 


PercivaL BrunpaGeg, Director. 


Marca 9, 1957. 
Hon. Grorcrs W. ANDREWS, 


Chairman, Subcommittee on General Government Matters, 
Committee on Appropriations, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: During my testimony last Friday, March 1, on the 
Bureau of the Budget’s request for an appropriation for the 1958 fiscal year, you 
asked how this Bureau could support more permanent employees with less money. 
You referred to the schedules submitted in support of the Bureau’s justification of 
its supplemental estimate last spring, to the fact that the Congress had reduced 
the amount requested by $20,000, and to the revised figures for 1957 submitted 
in the 1958 budget document. 

The facts on annual average permanent employment for all employees financed 
directly from “Salaries and expenses,’’ Bureau of the Budget, are as follows: 
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Man-years of employment 


Annual average 
permanent 
employment 

1. 1957 regular eatiiemite!! =". 2 00 OO ss See ee ae ee ee 405. 6 
2. 1957 supplemental estimate... - 1.2 Suviul sil isu, LUA Se 441. 6 
A. AQ, ecerrmmy Of, OG Dien i 439. 0 
4. 1957 column of 1958 budget (revised) ____-_-_.-.---.--.-----------. 435. 0 


You will note that the difference between lines 2 and 3 reflects a decrease in 
the average number of employees we can finance of 2.6 average positions. The 
reduction in average permanent employment was necessary because of the reduc- 
tion in our supplemental request by $20,000. 

Similarly, the difference between lines 3 and 4 reflects a further decrease of 4 
average employment based on our recent decision to absorb the 1957 cost of the 
Executive Pay Act of 1956, which is estimated at $29,400. This decision was 
made subsequent to the submission of the President’s 1958 budget document. It 
is important to note that average employment (man-years) is the most significant 
personnel statistic and bears a direct relation to actual payroll costs. 

The current estimate of 450 permanent employees at the end of the year takes 
into consideration the employment of college graduates who will report for duty 
in June, after commencement, when we must take them on in order to get them 
atall. Actually, it is a good time for us also in advance of the fall budget season. 
Therefore, our peak employment, within available funds, is usually during the 
first part of the fiscal vear with offsetting departures during the latter part, which 
serves to bring the annual average employment within available funds. This 
vear we have, of course, been adding to our force during the year under the 
authority of the supplemental appropriation whenever we could get men with 
the training and experience we need. 

As to the estimate of total positions, 458, this represents the best estimates we 
can now make of the maximum number of different jobs, including those for which 
the Bureau is reimbursed, that it may be necessary to fill at some time, but not 
all at the same time, during the year to meet shifting workload demands. 

In no event, however, does our staffing plan contemplate an annual average of 
more than 435 permanent employees this fiseal year since that is the maximum 
amount which can be financed within available funds. 

Cordially yours, 
PrercivAL F. BrunpaGe, Director. 


SUMMARY OF REQUEST 


Senator Dirksen. In order to set the background of the appropria- 
tion, let me just summarize it. You are here on two items; first is the 
estimate for the Budget Bureau, and the other is for the President’s 
emergency fund. 

Mr. BrunpaGe. Yes. 

Senator Dirksen. Your appropriation for the Budget Bureau for 
the fiscal year 1957 was $3,935,000. Your origina! request for 1958 
was $4,400,000; and the House reduced that by $195,000 and also 
deleted three requested language changes. 

Mr. Brunpace. That is right. 

Senator Drrxsren. As I understand, you are not here to request a 
restoration of the language changes,nor, in fact, are you here to re- 
quest a restoration of the budget, but you feel that you ought to inform 
the committee as to the effec t and the i impact of the cut in the money 
that you requested. 

Mr. Brunpage. That is correct. 

Senator Dirksen. We will get to the other item a little later, after 
we have accounted for the administrative items. 


90698—57——_5 
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PREPARED STATEMENT 


We have already inserted your letter into the record, in its entirety, 
and we can also insert your entire statement into the record. 
(The statement referred to follows:) 


The appropriation originally requested by the Bureau of the Budget for fiscal 
year 1958 was for $4,400,000, an increase of $465,000 over the current fiscal year. 
Almost half of this increase, or $230,500, represents the Bureau’s mandatory 
contribution to the civil service retirement system under the new law. The 
remainder, $234,500, was requested to maintain and selectively strengthen the 
Bureau’s staff and to increase the effectiveness of its operations. 

In addition, the Bureau requested 3 language changes, to increase (a) the 
amount which can be expended on travel from $110,000 to $120,000; (6) the 
amount which can be expended on consultants from $20,000 to $30,000; and 
(c) the maximum per diem amount which can be paid to consultants from $50 
to $75. 

The House Appropriations Committee reduced the Bureau’s budget request 
to $4,205,000, or by $195,000. In addition, the House Appropriations Com- 
mittee failed to grant the requested three language changes. The House adopted 
these recommendations of its Appropriations Committee. 

In answer to an inquiry from the chairman of the Senate Appropriations 
Subcommittee on Independent Offices and General Government Matters, the 
Bureau indicated in its reply of March 16, 1957, that it was not requesting any 
changes in the General Government matters appropriation bill for 1958. 

Although the Bureau neither makes an appeal to this subcommittee nor has 
requested a hearing, we considered it appropriate in our letter of March 16, 1957, 
to point out the effects of the action of the House: 

(a) The staff increases proposed in the budget request were intended to allow 
the Bureau to employ 20 additional staff members. Without such additional 
staff, the Bureau will not be able to carry out its planned program of intensified 
scrutiny and evaluation of agency programs or its improvement surveys in 
particular agencies. 

(b) The same considerations about the effects of the reduction for staff apply 
to the requested language changes. It is our view that the additional travel 
authorization would increase the effectiveness of the Bureau’s work in the conduct 
of coordinated studies of military and foreign affairs, of agency organization and 
management surveys, and of studies of financial management systems and 
procedures. Availability of additional money would permit the Bureau to use 
highly qualified consultants whose temporary services are needed on specific 

rojects and who should therefore not be carried on the payroll in regular positions. 
Maveovee, as indicated in the Bureau’s justification, authority to compensate 
such consultants at a rate higher than the present maximum of $50 per day 
would make it possible for the Bureau to select consultants from among outstand- 
ing individuals in business and technical fields who are customarily compensated 
at rates higher than the Bureau can now pay. The rate of compensation of an 
expert or consultant retained at the present maximum figure of $50 per day 
approximates an annual salary of $12,000. The rate of compensation of an 
expert or consultant retained at the proposed maximum figure of $75 per day 
approximates an annual salary of $18,000. The maximum rate would, of course, 
only be used where necessary to attract outstanding individuals in business and 
technical fields. 


EFFECT OF HOUSE REDUCTION 


Senator Dirksen. You can paraphrase your statement, Mr. 
Brundage, if you wish. 

Mr. Brunpace. | think vou have covered the first part of it very 
well. 

In pointing out the effect of this decrease, 20 additional staff 
members had been planned to carry out the program of intensified 
scrutiny in the evaluation of agency programs, and improvement 
surveys in particular agencies, following up the recommendations of 
the Hoover Commission. It is hard to get technically trained people 
all at once, so we only asked for a few in 1957. We are asking for 
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more in 1958 because it takes some months to locate the kind of people 
we are trying to find—expert in this area. 


TRAVEL REQUIREMENTS 


In the language changes, it is our view that the additional travel 
authorization would have increased the effectiveness of the Bureau’s 
work in the conduct of coordinated studies of military and foreign 
affairs. I had one of our representatives in Korea, in view of the large 
expenditures of funds in that area, and one in Taiwan and Spain and 
other places, where | wanted to get a firsthand report on our programs, 
both military and foreign aid. 

Also in the agency organization and management surveys, travel 
expense is helpful because we have to visit the areas where work is 
done. Of course, over 90 percent of the Federal employment. is 
outside of Washington. 

Then the additional money for consultants would enable us to get 
their advice on special projects, because we think that a combination 
of consultants and our own staff is cheaper in the long run, and more 
effective than adding too many more to our own staff. 


PER DIEM ALLOWANCES 


In the per diem allowance we find it very difficult to get the type 
of people that we want at $50 a day, which amounts to an annual 
salary of $12,000. The kind of expert advisers we want are being 
paid 2 or 3 times that. While the $75 that we ask for would not be 
compensatory, it would at least be a little more of an emolument, 
you might say. 

I think that covers it. 

I have urged the other agencies, in view of the desire to economize, 
not to appeal their House cuts, unless they really felt that it was to 
the bone and would seriously damage their programs. And I can- 
not say that either of these cuts would do that. That is why I am 
not appealing them. 


BUREAU PERSONNEL 


Senator Dirksen. While the information does appear in your jus- 
tification, I think it might be well to insert into the record a short 
table showing the personnel in the Bureau of the Budget, startin 
with the year 1950 and bringing it up to date, to the estimate 
number of positions for 1958. 

Mr. BrunpaGeE. Yes. 

(The information referred to follows:) 


Bureau of the Budget—Number of permanent positions, 1950-58 * 


Fiscal year: Positions 
1950_ __ a wan oy RE. Lees tod 8 ? 531 
TOS ince s 4 dh ely nn £2) cuuract cided hclons Grek gota mk santiie silyl. Sane be a otek Ca 534 
RRA 2065 fk he ee an bie ead A= bid wb iad Aen olde eee 515 
remo. 2455 what te be Pelco miapteoDicok cap n ol aroma osama aa ot teeta ten ae oe 485 
1954_ PUL AQUA I ey, Al iO aa ee ee 446 
1968 ss. wc di takes. GA besogtisii 1a0l bee I eres eek 435 
SONS in sks d bit nd ee Despite! ibd dy Redd ak nd Soa abe 425 
1957 (current estimate)_______ hs sad hen bias ae ee owe Tee eee 458 
1958 (requested —1VGS budget)... os kn hone 478 


1 Supported by both appropriated funds and reimbursements. 


a ti is OS LOEB DP ELLE CN SELENE RO DIE DADE LENIENT PLEADING I ED IO 
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a he RNG SIO TE EN AN Bi RN 
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ESTIMATED POSITIONS 


Senator Dirksen. You are estimating 478 positions for fiscal 1958; 
are you not? 

Mr. BrunpaGce. That was our request; yes, sir. 

Senator Drrxsen. I notice that in 1951 you had actually 56 more 
in the Bureau. 

Mr. Brunpaee. That is right. We cut it a little over 100, and I 
think we probably cut it a little too much. 

Senator Dirksen. You are requesting 20 additional positions. 

Your request for 1958 amounted to $465,000 over 1957, but $230,500 
of that is for your contribution to the civil service retirement fund. 

Mr. Brunpace. That is correct. 

Senator Dirksen. The 20 extra positions that you asked for would 
account for $194,400. So, if the House cut were permitted to stand, 
obviously you could put on about 1 person, rather than 20, I take it; 
is that about the size of it? 

Mr. Brunpaace. That is about correct; yes, sir. 


HOUSE COLLOQUY 


Senator Dirksen. Have you any comment to make upon that little 
colloquy that took place between you and Mr. Rappaport and Mr. 
Andrews in the House of Representatives committee, which was set 
out in the House report? There seemed to be a little controversy over 
whether the estimate of 443, or 450 positions was correct. So, if you 
have any comment that would elucidate the matter for us, we will be 
glad to have it. 

Mr. Brunpaae. Representative Andrews and also Representative 
Ga ; had a little fun with me because I did not recall this 450 figure 
at all. 

Actually, our current full-time employment is only 435. The 
difference is that this was a speculative figure that we might reach on 
June 30 if we took on the number of college students which we were 
hoping to get in the month of June. 

As a matter of fact, it is advantageous for us to take these college 
students, and you have to engage them if you are going to get the right 
type of people. One of our personnel people travels around trying to 
recruit them. Mr. Ziehl here has interviewed students either on the 
campus or in Washington from 30 or 40 colleges to try to select the 
kind of people that we want to get into the Budget Bureau. 


BUDGET PROCEDURE 


Senator Dirksen. I think it might be well, by way of summary, 
to refresh ourselves generally again on budget procedure, so that in case 
any member wants to examine it, he can do so, without having to read 
too much textual material. 

In the case of the independent agencies, whatever divisions or 
groups they may have will set up their requests, let us say, beginning 
in August or September of this year for the next fiscal year, so that 
they can be reviewed and then incorporated into the budget. 

In the case of the departments, every agency or subgroup also sets 
up its requests, and those then go to the departmental budget officer, 
or the agency budget officer, whoever it might be, and those estimates 
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are reviewed as carefully as possible—I presume that is done very 
carefully—and the necessary modifications are made. Then they are 
submitted to the Cabinet member or the agency head concerned for 
some further review, and then they are submitted to the Bureau of 
the Budget. 

[s that a correct summation of the procedure, Mr. Brundage? 

Mr. BrunpaGe. That is correct. 

Senator Drrxsen. In the case of the Bureau of the Budget, I assume 
you assign 1, 2, or more people, who have some competence in that 
special field, whether it be in estimating for Agriculture, or the Depart- 
ment of Labor, or Public Welfare, and so forth? 

Mr. Brunpage. Yes. 

Senator Dirksen. There, of course, you have a round discussion 
of the departmental and agency estimates, you make suggestions, and 
you do or do not make some field checks in proportion to the staff 
you have to do it; and after those conferences, you finally come up 
with what looks like an agreed figure. That figure is then ready for 
approval by the Budget Bureau and for submission to the President. 
Then, in turn, you, of course, sit down with the President and examine 
those estimates for the given department or the given agency, and 
when you have contrived a final figure, that is the figure that appears 
in the printed budget and is submitted to the Congress in general. 

Is that the procedure that is followed? 

Mr. BrunpaGe. That is a very good summary. 


DIVISIONS CONTACTED 


I might add that our staff is working with the agencies all year 
around. We have it distributed in the way indicated in our formal 
submission. I have submitted that for the record. We have the 10 
different divisions and offices. 

(The information referred to follows:) 

The divisions are the Commerce and Finance Division, the International Divi- 
sion, the Labor and Welfare Division, the Military Division, and the Resources 
and Civil Works Division. As a means of dealing with governmentwide problems 
of a specialized character and of furnishing guidance and assistance to the divi- 
sions, the Bureau makes use of five offices. The offices are the Office of Account- 
ing, the Office of Budget Review, the Office of Legislative Reference, the Office 
of Management and Organization, and the Office of Statistical Standards. 

Mr. BrunpaGce. We do start the preparationa littleearlier. In fact, 
we are already starting on the 1959 budget now, and we get together 
preliminary estimates, which we will pull together, submit to the 
President and the Cabinet, together with reports from the Council of 
<conomic Advisers as to the expected economic climate of the country ; 
estimates of the Treasury as to what expected receipts would be under 
current legislation, and then a general level and guidelines are fixed 
with what we call either targets or ceilings, according to the type of 
the agency. 

In the case of the Department of Defense, it is a target that we ex- 
pect them to hit. In the case of some of the agencies, it is a ceiling 
where we feel that their expenditures can be more closely controlled. 

Then the agencies go ahead much as you indicated. 

I might say that our review is more intensive in September and 
October, when it is a 12- or 14-hour-a-day operation. But it does go 
on all through the year, because with our apportionment process, we 
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are keeping in touch with expenditures on the basis of the current pro- 
eram. When the new requests come in, our staff is already familiar 
with what is being done and the additions that the agencies are asking 
for, and also cuts which we think might be made are then discussed. 

Then, as these requests are analyzed, we do not take them up 
with the President all at once, we try to space them out. Defense is 
nbout last, and mutual security, labor, and some of the welfare 
programs come earlier. We usually take them up in batches of five 
or six at a time with the President, and he is very interested in each. 
We bring up all serious arguments. We try to resolve as much as 
possible with the agency heads but any serious differences are presented 
to him. 

PERSONNEL TURNOVER 


Senator Dirksen. How much of a turnover do you have in your 
personnel in the Budget Bureau? 

Mr. BrunpaGe. I would guess it is about 10 percent. 

Mr. Zien. It is a little bit under that. Excluding secretaries, Mr. 
Brundage is about right. 

Senator Dirksen. Is that excluding secretaries? 

Mr. Zien. Yes. 

Mr. BrunpaGe. We have a lot of people that have been there 10 
or 15 years, very highly trained specialists. 

Senator Dirksen. The whole purpose of the question was to 
ascertain where the budget work is becoming essentially career work, 
because it takes a long time for people to familiarize themselves with 
the complexities of the Government and do a good job. 

So you do not feel that that is an excessive turnover, when you 
exclude the secretarial help, do you? 

Mr. Brunpbace. I must admit, coming in from the outside, from 
business, | was amazed at the quality of the staff which stacks up 
very well in comparison with business. 


FIELD OFFICES 


Senator Dirksen. How many field offices are you operating at the 
present time? 

Mr. BrunpaGe. We closed them all down. 

Senator Dirksen. All your field offices? 

Mr. BrunpaGe. All field offices. 

Senator Dirksen. In connection with your surveys and examina- 
tion of the various budgets when they are submitted by various 
agencies and departments, do you send men into the field for a field 
check? 

Mr. BrunpaGe. We have some people traveling all the time because 
that is the only way that you can really keep in close touch with what 
is going on; yes, sir. 

We also try to cover professional meetings, such as public adminis- 
tration meetings and water resources conferences, where suggestions 
are made which could be useful in better control. 

Senator Dirksen. Are there any questions? 
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HOOVER COMMISSION RECOMMENDATIONS 


Senator ELttenper. Mr. Brundage, to what extent do you or any 
members of your staff assist in implementing the Hoover Commission 
recommendations? 

Mr. Brunpace. We have been working on that very continuously 
in our Management and organization office, which is headed by Assist- 
ant Director Finan. I have spent quite a lot of time on it myself. 

Senator ELtenper. I realize that. I am wondering as to why the 
necessity for maintaining the President’s Advisory Committee on 
Government Organization. Should that not be one of your functions? 

Could not the money provided for that organization be better used 
through you than to have a separate organization? 

Mr. BrunpaGe. That is an outside group in the sense of being sep- 
arate from the Budget Bureau. 

Senator ELLeNpDER. I know it is outside. | understand that. But 
vour purpose, of course, is to curtail expenditures as much as you can, 
is it not? 

Mr. Brunpace. That is right. 

Senator ELLENDER. That is within your sphere, and I am just 
wondering, that being true, if the money spent for the Advisory Com- 
mittee, could not be better spent through your outfit than to have it 
separate. 

Mr. Brunpaar. | am invited to attend the meetings for discussion, 
and we actually prepare a good deal of the background material for 
them. I think there is some value in having a separate small organ- 
ization like that. I would not think that a large organization w ould 
be at all desirable, but a small organization may be useful to get new 
ideas, to explore new ideas as they come up. 

Senator ELLENpDER. Is that not your function, though? Are you 
not the one, with your advisers, to go out and see about that? You 
have just said you wanted 20 people to find new ways and means of 
saving money. Are you not in a better position to do that than this 
Advisory C ommittee? 

That is the point 1 am asking you about. 

Mr. Brunpaage. | think it is our function. I think we do a great 
deal, but I think it is useful to have a small group like that, to con- 
sider ideas so we do not have to bother the President. 

Senator ELLENDER. I was not trying to save the $50,000, Mr. 
Brundage, but I thought you could use it better than this Advisory 
Committee could. 


PRESIDENTS EMERGENCY FUND 
HOUSE REDUCTION 


Senator Dirksen. Mr. Brundage, we have one other item to dis- 
cuss, and that is the emergency fund for the President—national 
defense. In 1957 we appropriated $1 million for this item. There 
\vas an estimate of $5 million for it in fiscal 1958. The House dis- 
allowed that and let it stand at the 1957 level of $1 million. 

Before proceeding further into this, we will place into the record at 
this point your statement on this item, Mr. Brundage. 

(The statement referred to follows: ) 
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The appropriation for fiscal year 1958 originally requested for the emergency 
fund for the President, national defense, was for $5 million, an increase of $4 
million over this year’s amount. This increase was regarded as an assurance of 
additional flexibility for the President in today’s domestic and world situation. 

The House Appropriations Committee reduced this amount to $1 million. 
The House adopted this recommendation of its Appropriations Committee. 

In answer to an inquiry from the chairman of the Senate Appropriations Sub- 
committee on Independent Offices and General Government Matters, the Bureau 
has indicated in its reply of March 16, 1957, that no changes are being requested 
in the general Government matters appropriation bill for 1958. 

Although the Bureau neither makes an appeal to this subcommittee nor has 
requested a hearing, we considered it appropriate in our letter of March 16, 1957, 
to give the subcommittee the essential facts on this matter, by pointing out the 
effects of the action of the House. 

To repeat, these effects would be that the President would not be equipped as 
fully as we think he should be to take prompt action in the face of sudden emer- 
gencies and unforeseen problems affecting the national interest, security, or 
defense which do not come within the authorized program of any particular 
agency. The fact that very little of last year’s appropriation was used merely 
indicates the care that is taken in actions under the authorization and not that the 
need may not arise in 1958. However, under the House reduction, the President 
would lack the additional flexibility provided by the larger amount in making 
use of the emergency fund. 

The status of the emergency fund for the President, national defense, as of 
March 27, 1957, is as follows: 


Appropriated in General Government Matters Appropriation Act, 
1957 LUT hires 1iac_9t __... $1, 000, 000 
eae 55, 000 


Unallocated balance available as of Mar. 27, 1957_-------- 945, 000 


UNALLOCATED FUNDS 


Senator Dixxsren. | observe that the total allocations from the 
fund, as of March 27, 1957, were $55,000. So there is an unallocated 
balance of $945,000. 

Mr. Brunpace. Yes. That runs out June 30. 

Senator Dirksen. The contention is that that is only added 
evidence as to how frugally and carefully that fund ‘s administered; 
and, secondly, that there are those unforeseen cont ngencies which 
could arise that would make it difficult to go through the legislative 
and appropriating process, if the money were required. 

Does that about state the case? 

Mr. Brunpace. That does. 


POLICY ON SUPPLEMENTAL REQUESTS 


We were faced with many supplemental requesis last year; so 
many agencies came in with things which developed and they thought 
were necessary, and we sent them up as supplementals. Talking 
with your committee and the House committee, we resolved this year 
we were not going to send up as many supplementals, and so I have 
taken a very sharp and adverse view. We thought that a little more 
latitude here would help us to keep them down. But I am perfectly 
willing to get along with $1 million. 

Senator Dirksen. Let me ask whether the situation would be 
covered if some transfer authority were included in the bill instead of 
funds, so that there would be a place to go in case a contingency might 
arise. 

Mr. Brunpaace. I do not know where we would get it from. This is 
a separate emergency fund. 








GENERAL GOVERNMENT MATTERS APPROPRIATIONS, 1958 71 


TRANSFER OF FUNDS 


Senator Dirksen. I wonder if you could just give a little attention 
to that and see where there are available funds that might be trans- 
ferred, just in case such an unforeseen situation might arise. 

Mr. Brunpage. I do not know. 

Senator Dirksen. I think you might submit a short memorandum 
on that for the record. 

Mr. Brunpage. Yes. 

(The information referred to follows:) 


The Bureau of the Budget does not know of any available funds that might be 
transferred and therefore is unable to make such a recommendation at this time. 


USE OF DEFENSE FUNDS 


Senator ELLENDER. Could that not perhaps be transferred from 
the armed services, Mr. Brundage? 

Mr. Brunpaae. If we could have a carryover authority it might 
be useful. 

Senator E.LenpeErR. But could that not be handled through the 
armed services appropriation? They usually get quite a sum of 
money, you know. 

Mr. BrunpaGs. They have plenty of money for this kind of emer- 
gency, and they have the transfer authority. This is something that 
is independent of the Department of Defense. 

Senator Dirksen. Is there anything more you would care to say 
to the committee, Mr. Brundage? 

Mr. Brunpace. No, Mr. Chairman. 

Senator Dirksen. Thank you, Mr. Brundage, and thanks to your 
staff. 

Mr. Brunpaee. Thank you, Mr. Chairman. 


AMERICAN PATTLE MONUMENTS COMMISSION 


STATEMENTS OF BRIG. GEN. THOMAS NORTH, USA, SECRETARY; 
AND COL. CHARLES B. SHAW, AGC, OFFICER IN CHARGE, 
WASHINGTON OFFICE 


RESTORATION REQUESTED 


Senator Dirksen. General North, you are appearing here in behalf 
of the American Battle Monuments Commission, just for the record. 

I note that for salaries and expenses for the fiscal year 1957 you 
had $1,140,000, and for construction of memorials and cemeteries, 
you had $1,050,000. Your estimate for fiscal 1958 was $1,300,000 for 
salaries and expenses, and $1,500,000 for construction of memorials 
and cemeteries. The House cut both items and allowed $1,250,000 
for administrative expenses and $1,250,000 for construction. 

That would indicate that in comparison with your 1957 appropria- 
tions, the House allowed an increase of $110,000 as against 1957, and 
imposed a cut of $50,000 as against the 1958 estimate. 

You are requesting, then, a restoration of the $50,000 reduction 
in salaries and expenses; is that correct? 

General Nortu. Yes, sir. 


90698—57——-6 
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Senator Dirksen. Are you making a request for any restoration 
for construction money? 

General Nort. No, sir. 

Senator Dirksen. In other words, you do not necessarily agree, 
but you accept the $250,000 cut in construction funds? 

General Norru. Yes, sir. 

Senator Dinxsxn,. So the only item on which you want to appear 
is the $50,000 for salaries and expenses; is that correct? 

General Nortu. Yes, sir. 

Senator Dirksen. Very well; General, if we can hear you now very 
briefly on this item, you may proceed. 


FUNCTIONS OF COMMISSION 


General Nortu. The sole reason for the functions of the American 
Battle Monuments Commission is one of morale and sentiment. Our 
Commission receives unvarying praise for the manner in which the 
United States Government, through it, maintains its overseas ceme- 
teries and memorials. We are passing from a construction phase to 
a@ maintenance phase, and necessarily maintenance costs rise. 

Furthermore, we are running into rising costs overseas. 

By a coincidence, only this morning I received a letter from our 
Paris office, and I will tell you about it by way of illustration. We 
wanted to repair a gate and a fence at one of our World War I ceme- 
teries, which would have cost, or should cost by our estimate, $300 or 
$400. We asked for bids. Business in Europe apparently is so good 
that we got only one bid, and that was for $1,455. 

Now, I am very loath to allow such a job to go, and I shall throw it 
back at them, but it is, nevertheless, indicative that our costs are going 
up, and I feel that it would be unfortunate if our standards were to go 
down so that you would hear complaints from American visitors to 
these places. 

In asking for that $50,000, I must admit it is an off-the-cuff figure. 
We do not pad our appropriations, and this $50,000 represents a 4-per- 
cent cut in our maintenance, which I say we keep very close to our 
hearts. 

That is all I have to say, sir. 


RETIREMENT FUND CONTRIBUTIONS 


Senator Dirksen. Do you have to carry a mandatory contribution 
to the civil service retirement fund, General? 

Colonel SHaw. Yes, sir. 

Senator Dirxsen. That, then, has to come out of your appropria- 
tion for the first time this year; is that not correct? 

Colonel Suaw. Yes, sir. 

Senator Dirksen. I did not see the size of the amount. Do you 
have that? 

Colonel SHaw. In our case it was for salaries and expenses, $14,760. 

Senator Dirksen. So that you are asking for a restoration of 
$50,000, but you will still have to make your contribution to the 
retirement fund. 

Colonel SHaw. Yes, sir. 
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JOHN J. PERSHING MEMORIAL 


Senator Dirksen. General North, in the deficiency bill, you may 
recall some language incorporated relating to the construction of the 
John J. Pershing aoe 

General Nortu. Yes, sir. 

Senator Dirksen. Of course, that bill is still pending in committee 
conference. 

General Nortu. Yes, sir. 

Senator Dirksen. Are you held up on that now as a result of lack 
of authority? 

General Wont. It is not an immediate emergency, sir, but we shall 
be held up in a few weeks. 

Senator Dirksen. The title of the bill is “Constuction of Memorials 
and Cemeteries,’”’ and it states: 


To the extent that the Commission may find necessary or desirable, the appro- 
priation granted under this head in the General Government Matters Appropria- 
C08 Act of 1957 shall be available for the purposes of the act of April 2, 1956 

0 Stat. 84). 


General Nortu. Yes, sir. May I explain that? 

Senator Dirksen. Yes, sir. 

General Nort. The Congress required the American Battle 
Monuments Commission to present plans and estimates for a memorial, 
but not to build it, and we feel that we can engage an architect— 
somewhere we will find the money to pay his immediate fees; whereas, 
we cannot engage that man unless we have some assurance we can 
legally do so. 

Senator Dirksen. It is not unduly urgent, though, is it? 

General Norra. No, sir. 


LETTER TO SUBCOMMITTEE 


Senator Dirxsen. Before proceeding to questions by other mem- 
bers of the committee, General North, we will place into the record 
at this point your letter of March 13, 1957, addressed to the chairman 


of this subcommittee, and also your justification sheet covering your 
request. 


(The letter referred to follows:) 


Tue AMERICAN BaTTLE MonuMENTS COMMISSION, 


Washington, D. C., March 13, 1957. 
Hon. Warren G. MacGnuson, 


Chairman, Subcommittee in Charge of the General Government 
Matters Appropriation Bill for 1958, United States Senate, 

Dear Senator Macnuson: In response to your letter of March 8, 1957, 
regarding the general government matters appropriation bill for 1958, this Com- 
mission respectfully requests that the Senate return to its “Salaries and expenses’’ 
appropriation for 1958 the $50,000 reduction made by the House. A formal 
request for this action, with justification, is enclosed. 

he Commission would be happy to have this matter decided on its merits as 
stated in the justification and does not desire to take the time of your committee 
by requesting a hearing. 
Faithfully yours, 
Tuomas Norvs, 
Brigadier General, United States Army, Secretary. 
















74 GENERAL GOVERNMENT MATTERS APPROPRIATIONS, 1958 


AMERICAN BATTLE MONUMENTS COMMISSION 
SALARIES AND EXPENSES 
(Estimate, $1,300,000; act, $1,250,000) 
(House hearings, Subcommittee on General Government Matters, p. 1) 


(1) Page 7, line 14, strike out ‘$1,250,000’ and insert in lieu thereof ‘$1,- 
00,000”, or an increase of $50,000 in the appropriation. 


HOUSE REPORT 


“The committee recommends total appropriations of $2,500,000 for the Com- 
mission, $1,250,000 each for ‘Salaries and expenses’ and ‘Construction.’ As the 
construction program draws to a close, the salaries and expense item, which 
includes maintenance and operation of cemeteries and memorials, must neces- 
sarily increase.”’ 





JUSTIFICATION 











































This ap egeeuon provides the funds required for the operation and mainte- 
nance of the World War I and World War II United States military cemeteries 
and memorials in foreign countries and the national military cemetery in Mexico 
City. The Commission is deeply conscious of its obligation in this respect, and 
the standards of maintenance it has set not only evoke unvaryingly favorable 
comment but reflect the high regard paid by our Government to the memory 
of those who died in the service of their country. 

The House has recognized, as expressed in its report, that as the construction 
program in the World War II cemeteries progresses and the cemeteries, with 
their magnificent memorials and other appurtenances, pass to maintenance, 
funds for this purpose must necessarily be increased. Six of the cemeteries and 
memorials were dedicated in July 1956 and it is the Commission’s goal that the 
remaining eight will be at this stage in 1958. There is, therefore, concurrent 
need of substantially increased maintenance funds. 

While the reduction of $50,000 made by the House seems modest and the 
appropriation for 1958 will still provide an increase of $110,000 over the 1957 
appropriation, in the Commission’s work the reduction is substantial. The 

ommission feels some concern lest it be reflected in the standards of maintenance 
at all installations, and earnestly requests that this. $50,000 be returned to the 
appropriation. 


MAINTENANCE FUNCTIONS 






Senator Drrxsen. Are there any questions? 
Senator ELLENDER. In your opening statement, General, you stated 
that your duty now was more maintenance than construction. Are 
we to understand by that that you have very little construction left? 

General Nortu. No, sir. I think perhaps I was not clear. I said 
we are passing from construction to maintenance. Last year we 
dedicated 6 of our 14 World War II memorials and cemeteries, and we 
are planning to, and it is my belief that we shall, dedicate the remainder 
of them in 1958. 

Senator ExLENpER. How much money will you require, in addition 
to-what you are asking now, to complete it? 

Colonel SHaw. Our present estimate is $2,187,000. 

Senator ELLeNpER. Curtailing the request of $250,000 would 
simply delay that? 

General Nortu. Yes, sir. 

Senator ELLENpDER. Is that the only effect it would have? 

Colonel Suaw. It will not brother us. 

Senator Evtenper. That is all, Mr. Chairman. Thank you. 
Senator Drrxsen. Thank you, General, and thank you, Colonel. 
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FOREIGN CLAIMS SETTLEMENT COMMISSION 
STATEMENT OF WHITNEY GILLILLAND, CHAIRMAN 





RESTORATION REQUESTED 






Senator Dirksen. Next we have the Foreign Claims Settlement 
Commission, represented by. Mr. Whitney Gillilland, the Chairman 
of that Commission. 

Mr. Gillilland, I observe that in 1957 you had $700,000, plus 
$100,000 out of the war claims fund. 

Mr. GILLILLAND. I believe that is correct, Senator. 

Senator Dirksen. That would be $800,000. 

Mr. GiLuiLitanpD. That is right. 

Senator Dirksen. You have a request here for $635,000 for fiscal 
year 1958, plus $265,000 out of your war-claims fund. That weuld 
make a total of $900,000. So you would be asking for $100,000 over 
1957. 

Mr. GILuiLLANb. That is correct, Senator. 

Senator Dirksen. The House has recommended $570,000, plus 
$265,000. So you will be short how much? 

Mr. GILiILLAND. $65,000. 

Senator Dirksen. Is that the total you will be short? 

Mr. GrnuiLLtaNnp. That is right. 

Senator Dirksen. And you are asking for a restoration of the 
$65,000, are you not? 

Mr. GILuiLLaNpb. That is correct. 




































LETTER AND PREPARED STATEMENT 





Senator Dirksen. In connection with your statement, Mr. Gillil- 
land, we will place into the record your formal statement and also 
your letter asking for a restoration of the $65,000. 

Mr. GrLuiLuanp. All right. 

(The material referred to follows:) 


ForEIGN CLAIMs SETTLEMENT COMMISSION OF THE UNITED StTaTEs, 
Washington 25, D. C., March 18, 1957. 
Hon. Warren G. Macnuson, 
Chairman, Subcommittee in Charge of the 
General Government Matters Appropriation Bill for 1958, 
United States Senate. 

Dear Mr. Macnvuson: We have your letter of March 8, 1957, requesting an 
expression of our views as to whether any changes in the general Government 
matters appropriation bill for 1958 are required in the public interest and whether 
we desire a hearing. 

As you know the General Government Matters Subcommittee reduced the 
Commission’s overall appropriation request for the fiscal year 1958 from $900,000 
to $835,000 (p. 9, line 8). 

The specific reduction of $65,000 was made in the Commission’s request of 
$635,000 for administration of the claims program authorized by Public Law 285 
(69 Stat 562), leaving only $570,000 to carry on a comparatively heavy workload. 
The travel request of $18,500 was reduced to $15,000 (p. 9, line 4) which in effect 
will reduce the number of field investigations planned for 1958. 

Should the $65,000 reduction stand the administration of this program will, 
in our judgment, be seriously endangered. We believe it to be in the public 
interest therefore that the reduction be set aside. An opportunity for a hearing 
would be appreciated. 

Sincerely yours, 
Watney GILuIntand, Chairman. 
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Mr. Chairman and members of the subcommittee, I ss this opportunity 
to appear before you in support of the request of the Foreign Claims Settlement 
Commission for an appropriation of $900,000 for the fiscal year 1958. The 
House committee reduced the request by $65,000. The effect of the House 
action is to reduce our projected 1958 personnel by nine very essential people. 
It also reduces our 1958 projected expenditure for travel by $3,500 and seriously 
impairs our ability to make proper investigation of claims. At first glance it 
might seem that the fact the remainder, $835,000, appears to be in excess of the 
1957 appropriation, $800,000, would make possible a partial conformity to the 
curve of program schedules or at least maintenance of substantially the planned 
level of this year’s operations. However, the contrary is true. The Commission 
has an increased expense of $49,450 for required contribution to the civil service 
retirement fund and $15,500 for statutory increase in Commissioner’s salaries 
which were not contemplated in the 1957 budget. Therefore, the House action 
in fact amounts to a reduction of $30,000 below 1957 appropriations. We face 
this situation despite an increased workload. 

I realize, of course, our agency is not entirely unique in the respect that its 
workloads vary downward or upward from year to year. We may be somewhat 
unique, however, in two respects. The first is, that in the matter of administra- 
tive cost our 1958 workload is planned to carry itself and expense to taxpayers is 
not involved. The second, that this is the first time our agency has presented an 
annual budget requesting an increase in personnel. In some respects the fiscal 
operation of the Foreign Claims Settlement Commission resembles that of a court- 
appointed receiver for an insolvent business who determines upon the claims of 
creditors and then distributes to them the net proceeds of liquidation. The ex- 
penses of the receivership are first paid from the fund. In similar fashion, as to 
all of the funds for which we presently exercise responsibility, a portion is set aside 
in the Treasury either directly to cover, or as an offset against, administrative 
appropriations. Thus the 1958 appropriation will not be an expense to the 
taxpayers. 

n December 31, 1954, our agency had on its payroll 223 people. On December 
31, 1955, it had 152 people. On December 31, 1956, it had 114 people. At the 
present average salary cost per employee the 1958 budget request of $900,000 
would support 123 people. Je presently have 116. Iam advised that the appro- 
priation bill as it stands would permit us to carry 114. We cannot, in our judg- 
ment, get the work done with that many. We very much need to add a few per- 
sons with special skills at the present time. We cannot, of course, do even that 
if the new employees were to recognize that their jobs would have to terminate on 
or about July 1. We need additional people—lawyers— with knowledge and 
experience in accounting or who have familiarity with corporate structures and 
business methods, and we need additional people who have knowledge of the laws, 
customs, and languages of the countries in which our claims have situs. We have 
many good people of that kind now but they have more work than they can do. 

All of the claims which we are now administering have been specifically as- 
signed to us by the Congress and the Congress has set up in the statutes certain 
standards and guides for claims determination which we use as a frame of refer- 
ence in estimating our workload and the number and quality of personnel to 
carry it through. The Congress has also provided certain definite time limita- 
tions within which programs are required to be completed. Therefore, when a 
new program is embarked upon, the progress of the work must be planned and 
sansitalen in advance in such fashion that it will be completed within that time 
limitation. Thus of the two programs on which the Commission is now engaged, 
both authorized by the 84th Comin: one is required to be completed in August 
1959, and the other, authorized after and without regard to the 1957 appropria- 
tion, in February 1958. When each of these programs was placed in our charge, 
it became our duty to immediately plan and schedule the work through all stages 
to completion. Of course, we cannot plan as to any week or any month, or even 
ony year with absolute exactness because claims cannot be prejudged and their 
individual difficulty cannot be ascertained until actual processing is underway. 
Nevertheless, we are never in a position to say that the work we cannot get done 
this year we will do next year. We must stick with the schedule, and yet I do 
not see how that can be done with our present work if the reduction should be 
allowed to stand. 

Someone might point out that the number of claims under consideration at the 
present time is less than in former years. The error in placing reliance on that 
will be readily apparent when attention is called to the fact that total amounts 
asserted under present programs exceed $2 billion, whereas the total of all awards 
made by the War Claims Commission, the International Claims Commission, 
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and the Foreign Claims Settlement Commission, in all the years since they first 
came into existence in 1949, when added together amount to less than one-tenth 
of that amount. 

The Commission is now processing claims of Americans for nationalization and 
taking of their properties by Russia, Hungary, Bulgaria, and Rumania; war 
damage claims and contract claims against Hungary, Bulgaria, and Rumania; 
claims against Italy arising out of the war but not provided for in the treaty of 
peace; and claims of Philippine religious institutions for relief furnished to Ameri- 
cans during the war and for reconstruction costs of their schools, colleges, hospitals, 
and other welfare institutions. The Italian claims have situs in Greece, Albania, 
the Dodecanese Islands, Yugoslavia, Italy, north Africa, and southern France. 

It is true that many claims in this workload, presenting similar problems, may 
be collected into groups and processed with comparative rapidity. But many 
others present individual problems of such difficulty that they cannot be cate- 
gorized at all and must be processed singly. Although some claims may demand 
the attention of but a limited number of Commission personnel with a total time 
consumed of only a few hours, others singly may require several months in man- 
hours and the attention of many members of the staff. Legal and factual problems 
may be as troublesome as any which ever arise to perplex a court of the United 
States. Claims based on war damage or nationalization measures include almost 
every conceivable kind of personal belongs, furniture, dwelling houses, farms, 
farm buildings, stocks of merchandise, stores, warehouses, manufacturing plants, 
mines, oil wells, theaters, schools and colleges, ship cargoes, public utilities, and 
almost anything else you can think of. here are all sorts of combinations. 
There are claims for false imprisonment, personal injuries, and death. Situs of 
the bulk of the property claims being behind the Iron Curtain, where sources of 
information are limited, questions of ownership, extent of loss, and cause of loss 
are particularly stubborn. 

e are very sure that we need the adaitional people and the full requested 
travel allowance in order to carry out your duties and adequately meet the prob- 
lems which will confront the Commission in fiscal 1958. We surely hope that 
your views will accord with ours. 


RETIREMENT FUND CONTRIBUTION 


Senator Drrxsen. I take it, Mr. Gillilland, that you make a 
contribution to the retirement fund? 

Mr. GILLILLAND. Yes; we do. 

Senator Dirksen. That is how much? 

Mr. GILuILLANb. $49,450. 

Senator Dirksen. So that would come out of the $65,000, would it? 

Mr. GILuItLANpb. That, together with the $15,500 increase in 
Commissioners’ salaries, means that the effect of the House action is 
to reduce our appropriation below 1957. It reduces it, in effect, 
$30,000 below 1957. 


TRAVEL LIMITATION 


Senator Dirksen. You have one other item, and that is the limi- 
tation on travel, which was reduced from $18,500 to $15,000. 

Mr. GruuituaANp. That is correct. 

Senator Dirksen. You are asking for a modification of that 
language to go back to the requested ceiling; are you not? 

Mr. Giitui“LtaNnp. That is right. 

Senator Drrxsen. Would you like, Mr. Gillilland, to summarize 
your statement, since it appears in the record in its entirety? 

Mr. GriLLiLianD. Senator, your questions have gone directly to 
the heart of the problem. I think perhaps that whatever additional 
contribution I can make might be gotten at more rapidly by reading 
some parts of my statement. If that is satisfactory, I will just take 
up some of them. The first paragraph will go immediately over the 
ground we have already covered. 
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EFFECT OF HOUSE ACTION 





The effect of the House action is to reduce our projected 1958 
personnel by nine very essential people. It also reduces our 1958 
projected expenditure for travel by $3,500, and seriously impairs our 
ability to make proper investigation of claims. 

At first glance it might seem that the fact that the remainder, 
$835,000, appears to be in excess of the 1957 appropriation, $800,000, 
would make possible a partial conformity to the curve of program 
schedules, or at least maintenance of substantially the planned level 
of this year’s operations. However, the contrary is true. The Com- 
mission has an increased expense of $49,450 for required contribution 
to the civil service retirement fund, and $15,500 for statutory in- 
crease in Commissioners’ salaries, which were not contemplated in 
the 1957 budget. 

Therefore, the House action in fact amounts to a reduction of 
$35,000 below our 1957 appropriation. We face this situation, 
despite an increased workload. 

Our agency may be somewhat unique in two respects. The first is 
that, in the matter of administrative costs, our 1958 workload is 
planned to carry itself, and an expense to taxpayers is not involved. 
As to all of the funds for which we presently exercise responsibility a 
portion is set aside in the Treasury, either directly to cover, or as an 
offset against the administrative appropriations. 

Secondly, this is the first time our agency has presented an annual 
budget requesting an increase in personnel. 

At the present average salary cost per employee, the 1958 budget 
request of $900,000 would support 123 people. We presently have 
116. I am advised that the appropriation bill, as it stands, would 
permit us to carry 114. 


NEED FOR ADDITIONAL PERSONNEL 


We cannot, in our judgment, get the work done with that money. 
We very much need to add a few persons, with special skills, at the 
present time. We cannot, of course, do even that if the new employees 
were to recognize that their jobs would have to terminate on or about 
July 1. We need additional people, lawyers with knowledge of and 
experience in accounting, or who have familiarity with corporate struc- 
tures and business methods, and we need additional people who have 
knowledge of the laws, customs, and languages of the countries in 
which our claims have situs. We have many good people of that kind 
now, but they have more work than they can do. 

All of the claims which we are now administering have been specifi- 
cally assigned to us by the Congress, and the Congress has set up in 
the statutes certain standards and guides for claims determination 
which we use as a frame of reference in estimating our workloads and 
the number and quality of personnel to carry it through. 

The Congress has also provided certain definite time limitations 
within which programs are required to be completed. Therefore, 
when a new program is embarked upon, the progress of the work must 
be planned and scheduled in advance in such fashion that it will be 
completed within the time limitations. 

Thus, of the 2 programs on which the Commission is now engaged, 
both authorized by the 84th Congress, 1 is required to be completed 
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in August 1959, and the other, authorized after and without regard 
to the 1957 appropriation, in February 1958. When each of these 
programs was placed in our charge, it became our duty to immediately 
plan and schedule the workt hrough all stages to completion. 

Of course, we cannot plan as to any week or any month or even any 
year with absolute exactness, because claims cannot be prejudged 
and their individual difficulty cannot be ascertained until actual 
processing is under way. Nevertheless, we are never in a position 
to say that the work we cannot get done this year we will do next 
year. We must stick with the schedule. And yet I do not see how 
that can be done with our present work if the reduction should be 
allowed to stand. 

Senator Dirksen. Let me ask you, first of all, Mr. Gillilland: You 
are authorized to handle international claims, are you not? 

Mr. GruurtuaNnp. That is true. 


CLAIMS OF UNITED STATES NATIONALS 


Senator Dirksen. That means the claims of United States na- 
tionals against the Soviet Union, the Balkans, Italy. Are there any 
others there? 

Mr. Gruumtanp. No. The Hungarians do not like to be classed 
in the Balkan unit. They probably are not properly Balkans. We 
do have Hungarian claims in addition to the Balkan claims. 

Senator Dirksen. That includes Bulgaria and Rumania, does it? 

Mr. Gruum.anpb. That is right. And for administrative purposes 
we include Hungary in the same unit. 


WORLD WAR II CLAIMS 


Senator Dirksen. Then you have a General Claims Division, 
which handles the World War II claims; is that right? 

Mr. GruuitiaNnb. That is true. 

Senator Dirksen. And those are the claims that must be processed 
against the residual amounts received from liquidation of alien enemy 
property? 

Mr. GILurLuanp. That is true. 

Senator Dirksen. Under that general head, that also includes the 
claims of religious orders; is that right? 

Mr. GriuiLanp. That is right. 


TOTAL CLAIMS PROCESSED 


Senator Dirksen. Have you prepared a statement showing gen- 
erally the number of claims that have been processed and allowed 
and claims that have been paid, so that in rather succinct summary 
form it can be inserted into the record? 

Mr. GriLuituanp. I think perhaps we can readily prepare a state- 
ment for that specific purpose. 

The present claims load, live claims load, under the International 
Claims Settlement Act, is about 10,400 claims. Something. over 
4,000 at this point have had decision, that is, either proposed or final 
decision. Perhaps 2,000 of that number might still be subject to 
review and subject to hearing. 
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There are 103 of the religious claims that were filed under Public 
Law 997. Those claims are, generally speaking, quite large claims and 
involve substantial amounts of property, so that the 103 is a larger 
work figure than it sounds, that is, in its relationship to the 10,400. 
That program is one that is just getting solidly under way. Time for 
filing claims expired in February of this year, and we will complete 
the program next February. 

Perhaps it would be better, though, if you would like a detailed 
statement of World War II claims for the record, if we prepared one 
specifically for the purpose and would submit it. 

Senator Dirksen. I think so. 

(The information referred to follows:) 


Exutsit 1.— World War II claims completed, as of Dec. 31, 1956 


Payment out of “‘war claims fund” Received | Decisions Awards Amount 











Public Law 896: 
SCPE Atiniot bd. ol liiddécwadenatonse 21, 056 21, 056 9, 238 | $13, 668,078 
















IN OOO ee ad i meni bain pdbieee teen: 268, 302 268, 302 179, 237 | 49, 890,815 
a... ee 10, 184 10, 184 62 | 2,857,899 
i a a tien i lee 299, 542 299, 542 188, 537 | 66, 416, 792 
Public Laws 303 and 359: a 
IIE Nc lee hn OO adinnton 240, 147 240, 147 176, 283 | 73,370, 202 
PRRUGIONS BIORUST 5 w idis cesavonisse es ent dosed) 90 90 60 | 17, 238, 506 





bi deb Stes coceemonsbdscnciusceacbbceb- se , 176, 343 | 90, 608, 798 


Public Law 744: 



























ne CUOMO ois 5. Se ea 400 400 170 327, 732 
NN EEE TELIA, 3, 626 3, 626 3,167 | 10, 570, 478 
EE MINING. a ittannocknnethnetolabubunientoe 3, 767 3, 767 2, 222 4, 073, 429 
RO Te OF Binds trecinnicdeskcodibh Seeeinceséssiid 267 267 206 335, 536 
as censueebens 8, 060 8, 060 5, 765 15, 307, 175 
Public Law 997: Religious. ..............-...-..-.....- NES 5 cnuhdeet Wldaadnaacn cdbuadcdseaeed 


KOREAN CLAIMS 


Senator Dirksen. What about those Korean claims that are men- 
tioned in your summary of estimates on page 2 of what you filed with 
the committee? It is marked “Payment of Korean claims, Foreign 
Claims Settlement Commission.” Are there any items at all under 
that in 1958? 

Mr. GinuiLanp. We do have some continuing jurisdiction in that 
field as to young men who might still be prisoners of war somewhere, 
and might be released. We do not know about those things. The 
bill was written so that we would have continuing jurisdiction. 

Of course, we would not have funds to pay such claims, because the 
Korean claims were paid from appropriated funds and not from the 
war claims fund. If such appear, we will have to come up with a 
supplemental request. 

Senator Dirksen. But you would administer them, would you not? 

Mr. GiLuitaNnp. That is true. 

Senator Dirksen. I think you should place into the record a little 
statement with respect to what the status of that matter is at the 

resent time, what the picture is as of now, so that everybody can see 
it without too much difficulty. 
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Mr. Giuumanp, All right. 
(The information referred to follows:) 


Exnuisit 2.—Status of Korean claims 


——————— |_| um i —___ ___...| 


Publie Law 615: 
Korean prisoners of war-.....-.-.....-.--.--«----+- 9, 877 9, 877 9,450 | $8, 869,699 
Civilians interned in Korea........-.-----.-------- 10 10 10 16,774 
BO ocaninaniaidbatdhnsniincecipsimnnbdiniast sce 9, 887 9, 887 9, 460 8, 886, 473 


There are now pending before the Commission 5 Korean prisoner-of-war claims 
for which appropriation authority In the amount of $3,075 will be required. 


CLAIMS AGAINST LIQUIDATED ENEMY ASSETS 


Senator Dirksen. Have you prepared some additional information 
with respect to the so-called World War II claims out of liquidated 
enemy assets, the number of applications received, in toto? 

Mr. GittiILtLaANpb. Do you mean with reference to potential claims 
that have not yet been covered by legislation? 

Senator Dirksen. That would probably be stanza 2. I think you 
ought to get a summary statement here showing the number of 
applications that have been received, the number of claims processed, 
the number of claims adjudicated, and the number of claims paid, 
and the money amounts that are involved. 

Mr. GILur“LANnb. We can provide that very easily. 

(The information referred to is reflected in exhibit 1, p. 80.) 


OTHER CLAIMS IN PROCESS 


Senator Dirksen. You have other claims in process at the present 
time, do you not? 

Mr. GiLuiLLaANp. There are statements of that kind in our semi- 
annual report. We file one every 6 months, and we have the galley 
proofs in the office right now. I think we can pull the tables out from 
the semiannual report of the Commission which will fit both of your 
requests. 

Senator Dirksen. The only difficulty is that the members do not 
go back and look at the annual report, they go to the hearings record, 
and like to see the whole package right there. 

Mr. GiLuILLANp. I understand that, surely. However, we have 
the items that you speak of prepared right now, so all we will have to 
do is transmit them up here. That will be as of December 31. 


CLAIMS OF RELIGIOUS ORGANIZATIONS 


Senator Dirxsen. Do you carry in a separate category the claims 
filed by religious orders, which we provided for 2 or 3 years ago? 

Mr. GILLILLANp. I do not know that I precisely understand that 
question, Senator. 

Senator Dirxsen. Did we not include a special category, or did 
you already have authority with respect to some of the religious 
orders, ak as groups in the Philippines, for instance? 


Se eaarrene. ve: 
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Mr. GrILuitLANp. Yes, we do have. The 103 claims that I spoke 
of are all of religious organizations that we are presently processing. 

Senator Dirksen. How many, in round numbers, have been 
processed, and completely determined? 

Mr. Giuur~Lanp. Under the present program, only a very few. 
We have issued four proposed decisions on the 103. 

Now, that program is essentially just under way. The time for 
filing expired last month, and it is working along in its early develop- 
ment very satisfactorily, but there have been only four decisions. 

You will recall, Senator, that we had a similar program completed in 
the spring of 1955, for religious organizations in the Philippines, that 
had furnished relief and assistance to beleagured Americans during 
the war, Americans who were in hiding to escape capture from the 
Japanese, and also for the reconstruction costs of their schools, 
colleges, hospitals, and welfare institutions that had been destroyed 
during the war. 

That statute at that time required that those organizations be 
affiliated with religious organizations in the United States in order to 
be eligible. A great many claims were rejected on the ground that 
they did not show affiliation. The amendment under Public Law 997 
that gives rise to the additional 103 claims extends the coverage to 
religious organizations in the Philippines, of the same denomination 
as religious organizations in the United States. So we have an addi- 
tional filing. 

My recollection is that awards under the old program, when the 
ei ote was a little more restrictive, were in the neighborhood of $20 
million. 

Senator Dirksen. In addition to any other claims that are set out 
in your justification, so you have any Mexican claims or Canadian 
claims? 

Mr. GiLuILLaNnp. No, we do not. 

Senator Dirxsen. None whatsoever? 

Mr. GILLILLANb. No. 

JUSTIFICATION 


Senator Dirksen. I think, Mr. Gillilland, that is all. The material 
that you have submitted for the record, including pages 1 and 2 of 
your justification, are inserted here, for the information of anybody 
who examines the hearing record carefully, in order to see what the 
general nature of the work is. 

Mr. GruiLLANp. Certainly. 

(The information referred to follows:) 


Foreign CuLAims SETTLEMENT COMMISSION 


The Foreign Claims Settlement Commission is responsible for administering 
claims programs authorized under the War Claims Act of 1948, as amended, the 
International Claims Act of 1949, as amended, and the President’s Reorganization 
Plan No. 1 of 1954, as well as the administration of the war claims fund capitalized 
at $225 million and consisting of the proceeds of liquidated German and Japanese 
assets seized during World War II. 

During 1958, the Commission will continue the bulk of its operations in the 
processing of international claims under Public Law 285, 84th Congress (approved 
August 9, 1955). . This being the third year of operations under this program it is 
anticipated that a substantial portion of the work will be completed during this 

ear. 

It is also anticipated that during fiscal year 1958 the religious claims program 
under Public Law 997, 84th Congress (approved August 6, 1956), will be com- 
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pleted. The liquidation project on claims programs previously completed -will 
receive continued emphasis, 


A substantial portion of the increase for this fiscal year is necessitated by the 
addition of $49,450 for civil-service retirement, 


Summary of estimates, fiscal year 1958 


Appro- Increase (+) 
Actual, riation, Estimate, or 
fiseal year year fiscal year | decrease (—) 
1956 1957 1958 from 
year 1957 
Salaries and expenses, FCSC: 

Appropriation __............- ae ee 1 $537, 985 $700, 000 $635, 000 —$65, 000 
Se On cosas tibina ndoneene 335, 882 100, 000 265, 000 +165, 000 
OE: bnidce cbdechenatdleduieg pean bblnkl 873, 867 800, 000 900, 000 +100, 000 
——SSS|[o=“EL_—[—@aQaQ*Qq{_u——aS==—=S=a=IS=I=_——=_—_—_—_—_—_—__==2 —L—_—_—T_____ =I 


Payment of Korean claims, FCSC: 
a <r SETI Vs cnsercnat- tie eresasacg! 


Payment of claims_-..........----... <i agp etaaprpacdictundeeisachitiedtcien bceaneapnaale 
Administrative expenses. ................ ohh S FA 600 1h. jis 0d DRO. Gs Een dene 
UtNE Al. ech widahsndabhn~ ce eel 9, 074, 528 


Leh ireine axe iSicmacssccussssess mp ae 29, 310, 500 7, 415,000 | 21,895, 500 





1 Includes comparative transfer of $362,985 from ‘International claims, FCSC,” and $175,000 transfer from 
“Payment of Korean claims, FCSOC.” 


2 Transferred to “Salaries and expenses, FCSO,” 


LIMITATION ON DATE OF FILING CLAIMS 


Senator ELLENDER. Under the original Claims Act that we enacted 
in 1948 and 1949, as I recall, there was a limitation placed as to the 
time that these claims would be filed. 

Mr. GILurLuanp. Yes, that is true. All of our programs have had 
such limitations. 

Senator ELLENDER. Since that time, Congress has added more work 
for you; is that not correct? 

Mr. GituiuaNnp. That is right. 


Both of the programs we administer now, Senator, were passed by 
the 84th Congress. 


Senator ELLenpeER. As I recall, there were also time limitations as 
to these new claims. 
Mr. GiLuiLLANb. That is correct. 


REIMBURSEMENTS 


Senator ELLENpDER. To what extent is the Treasury reimbursed for 
the appropriations that we are now making and have made in the past 
for such work? 

Mr. GruurLuaNnp. With the exception of the Korean program, they 
have always been reimbursed completely. 

Senator ELuenpeER. Is that the only one? 

Mr. GriuuiLuaNnpb. That is the only one. 

Senator ELxtenpeR. Thank you. 

Senator Dirksen. So that the net of all this, Mr. Gillilland, is that 
if the money were restored, you could jump from 116 to 123 people; 
is that correct? 

Mr. GinuiLLaNnp. That is true. And, Senator, I think we very much 
need to do that. We have to have people there of particular quali- 
fications. 

Of course, when we have separations or reductions in force, they do 
not always follow the pattern of qualification precisely, but right now 














84 GENERAL GOVERNMENT MATTERS APPROPRIATIONS, 1958 


for the type of work we are doing, particularly that in the Balkans, 
we need to have people with particular skills. We have some good 
ones right now, some very good ones, but we need to have a few more 
if we are going to make the deadlines that the Congress has set for us. 
And we like to make those deadlines, too. I do not want to have to 
come back here sometime in the future and ask for more time. 

Senator ELLENDER. That is the question I was going to ask you. 
Since the Congress has put more or less a limit as to the time you have 
to work up all these claims, if we cut your appropriation, you may have 
to come back to Congress to ask an extension of some of these laws; is 
that not correct? 

Mr. GruuiLLaNnp. That I never want to do, Senator. 

Senator Ettenper. I know you do not want to do it, but that will 
be the result, would it not? 

Mr. GILLILLAND. It could be. 

I assure you that in any event we will do our utmost to avoid the 
evantuality. I would hate to have it on the record that we had to 
ask for more time. 

TRAVEL 


Senator Dirksen. How many people do you have in travel status? 

Mr. GiturttaNnp. At the moment we do not have any. We have 
them from time to time. We are sending two people to Italy before 
the end of this month. They go out on a workload and gather the 
information we need and then they return. 

That is the way we operate usually. 

Senator Dirxsen. Do you have any foreign nationals employed in 
your agency? 

Mr. GILLILLANpb. Not presently, no. 

Senator Drr«sen. Is there anything further of Mr. Gillilland? 

Apparently not. Thank you, Mr. Gilliland. 

r. GILLILLAND, Thank you, Mr. Chairman. 


SUBVERSIVE ACTIVITIES CONTROL BOARD 


STATEMENT OF DOROTHY McCULLOUGH LEE, CHAIRMAN; 
CHARLES C. WISE, JR., EXECUTIVE SECRETARY; ARTHUR A, 
KICSAR, ACTING BUDGET AND FISCAL OFFICER 


LETTER TO SUBCOMMITTEE 


Senator Dirksen. The final appearance before this subcommittee 
this morning is the Subversive Activities Control Board, of which 
Mrs. Dorothy McCullough Lee is the Chairman, and Mrs. Lee is 
making the presentation. 

First of all, Mrs. Lee, we will insert into the record your letter of 
March 11, 1957, addressed to the chairman of this subcommittee, 
regarding your appropriation, in which letter you make two specific 
requests; one of which is to change the appropriation figure $375,000 
to $395,000, and the other being to modify the travel limitation and 
raise it from $20,000 to $30,000. That letter will be inserted into tl e 
record, along with your prepared statement, which you have sub- 
mitted. 

(The material referred to follows:) 
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SusverstvE Activities Controt Boarp, 
OFFICE OF THE CHAIRMAN, 
Washington 25, D. C., March 11, 1987. 
Hon. Warren G. MaGnuson, 


Chairman, Subcommittee in charge of the General Government Matters Ap- 
propriation Bill for 1958, Committee on Appropriations, United States 
Senate, Washington, D. C. 


Dear Senator Maanuson: We are grateful for the opportunity offered in 
your letter of March 8. 

I feel that the public interest requires the following changes in the appropria- 
tion for this Board, which appears on page 9 of H. R. 5788: 

ae appropriation figure in line 20 should be changed from $375,000 
to 5 


$30, 900 The travel limitation figure in line 18 should be changed from $20,000 to 

0 (a) above seeks the restoration of the cut made by the 
House committee in the amount originally requested by this Board and approved 
by the Bureau of the Budget. Recommendation (6) would raise the travel 
limitation to protect against a figure which, in the light of what we know now, 
seems certain to be inadequate, 

I should appreciate an opportunity to be heard by your committee to explain 
why I feel these changes are necessary. It will be much appreciated if the 
hearing before your committee can be held at sometime other than April 3 
through 6, when I am scheduled to be away from Washington. 

Very truly yours, 
Dorotay McCutiover LEEz, 


Chairman. 
PREPARED STATEMENT 


Mr. Chairman and members of this committee, I appreciate very much the 
opportunity you have given me to present to you the feeling of our Board as to 
the necessity for an appropriation of $395,000 to carry on our work during fiscal 
1958. We also feel that the limitation of $20,000 on travel is unrealistic in view 
of our travel needs as far as we can estimate them now. 

In fiscal 1957 our Board was allowed a total appropriation of $350,000. The 
requested budget of $395,000 for fiscal 1958 does not actually represent an increase 
in anticipated expenditures, except as they have been made necessary by acts of 
the last Congress. It has been necessary for us to budget for the first time, 
$20,900, representing the Board’s contribution to the employees retirement fund. 
This budget item is the result of rather recent legislation. We have also had to 
budget $25,500 to cover executive pay increases authorized by the last Congress. 
These two items total $46,400. Actually our budget request of $395,000 for 
fiscal 1958 would be $1,400 less than the amount of $350,000 allowed us in fiscal 
1957, if it were not for these 2 items of $25,500 and $20,900. 

During fiseal 1957, we have been able to absorb the impact of the Executive 
Pay Act, but that has only been because of abnormal conditions occurring during 
the first 6 months of fiscal 1957, which I would like to explain. 

The first case heard by our Board was that of the Attorney General against 
the Communist Party of the United States of America. The hearing of that 
case started on November 22, 1950, and continued until April 20, 1953, at which 
time the Board entered a decision, wherein it found the Communist Party of 
the United States of America to be a “‘Communist-action” organization within 
the meaning of the Internal Security Act of 1950. After that decision of the 
Board, this case was appealed by the Communist Party, first to the United 
States Circuit Court for the District of Columbia Circuit, and later, on a writ of 
certiorari, to the Supreme Court of the United States. On April 20, 1956, the 
Supreme Court remanded this case to the circuit court, and the circuit court, in 
turn, to the Board with instructions to do 1 of 2 things; to either re%pen the 
case and let the Communist Party have an opportunity to impeach three Govern- 
ment witnesses, or to expunge their testimony, but under either alternative, to 
then reevaluate and reconsider the entire case and determine whether the Board’s 
original decision should be changed in any way. The Board chose t»> expunge 
the testimony of the three witnesses in question. It expunged not only all of 
their testimony but also all exhibits introduced through these witnesses. None 
of the Board members who reviewed this main case, had been members of the 
Board when the first decision was reached in Aovril of 1953. The review entailed 
reading approximately 15,009 page: of transcript and 500 exhibits. Between 
April 20, 1956, and December 18, 1956, it completed the reconsideration of this 
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voluminous record and issued a 205-page modified report, which reaffirmed its 
— decision. 

he action of the Supreme Court in remanding this case, caused a temporary 
suspension or postponement of many other proceedings before the Board. As I 
have mentioned, much of the Board’s time during 1956 was devoted to comply- 
ing with the mandate of the Supreme Court. Also, the cases against so-called 
Communist-fronts and Communist-infiltrated organizations, require their domi- 
nance by a Communist-action organization, and the Communist Party is the only 
such alleged ‘‘action-organization” against which a petition has been filed by the 
Attorney General. While the Board was conducting an active reconsideration 
of the Communist Party case, it deemed it inappropriate to proceed actively with 
the hearing of various “‘front cases’”’ and “infiltrated cases” before it. As a con- 
sequence, during the first half of fiseal 1957 we did not fill vacancies in our staff 
as they occurred, nor did we incur other types of expense that would have been 
essential if we had been able to proceed with our hearing docket. Because of 
this abnormal situation, we could easily absorb the additional expense of the 
executive pay raise legislation. During fiscal 1958, however, we could not absorb 
this expense and it will be necessary to maintain a staff of sufficient strength to 
go actively forward with our existing case load. 

Briefly summarized, the active docket as of January 1, 1956, consisted of 10 
cases. Five more were filed by the Department of Justice during calendar 1956. 
This caseload of 15 cases is in the following status: 

(a) In two cases, a final report and order of the Board have been issued.! 
(Done prior to the Supreme Court’s remand.) 

(b) In four cases, recommended decisions have been completed.2 (It is ex- 
reer) that final Board orders will be completed in these cases before June 30, 
1957. 

(c) In one case, hearings to take evidence have been completed. (Recom- 
mended decision is being prepared.) 

(d) Three more cases are either set for hearing or are now being heard. 

1. Attorney General v. United Mine, Mill and Smelter Workers; hearing 
commenced February 25, 1957. 

2. Attorney General v. California Emergency Defense Committee; prehearing 
completed; case in chief set for hearing April 24, 1957. 

3. Attorney General v. United Electrical, Radio and Machine Workers of 
America; set for hearing May 6, 1957. 

(e) In two cases the preliminary motion stage has been completed and they 
are pending the fixing of dates for these hearings.‘ 

(f) In the remaining three cases, legal and factual questions, involving alleged 
dissolutions, have been raised during the preliminary stage of the cases, and are 
under consideration now. 

Six cases in which final Board orders have been issued, including the Communist 
Party case, are now pending in the United States Court of Appeals.® 

Allowing for work to be done on the four cases where recommended decisions 
have been rendered, final Board orders will probably be issued in 3 of these 
cases prior to June 30, 1957, and the Board will commence the fiscal year 1958 with 
an active docket of 10 cases. Attachment A gives the docket of active cases as of’ 
April 2, 1957. 

The Chairman of our Board who preceded mz, and who served as Chairman 
until December 31, 1956, prepared this budget to meet the existing workload that 
the Board already had before it. He felt that the $395,000 requested would be 
sufficient to complete these cases. However, I understand that from 6 to 10 more 
cases will probably be filed by the Department of Justice, either before or during 
the fiscal year 1958. For these reasons, it is difficult for me to visualize just how 
the Board could carry on its work adequately and do an effective and expeditious 
job, with less than the requested appropriation. I believe that the budget re- 
quested will probably be adequate to meet the Board’s requirements for the con- 
duct of cases now on our docket. But how far it will go to meet the financial re- 
quirements of additional cases, I cannot say. 





1 United May Day Committee and National Council of American-Soviet Friendship, Inc. 
3 ie Congress; Washington Pension Union; American Peace Crusade; and California Labor 
, Ine. 

3 American Committee for the Protection of Foreign Born. 

4 Connecticut Volunteers for Civil Rights, Committee to End Sedition Laws. 

5 National Negro Labor Council, Colorado Committee to Protect Civil Liberties, Save Our Sons Com- 
mittee. 

6 Communist Party of the United States of America, Labor Youth League, Jefferson School of Social 
Science, National Council of American-Soviet Friendship, Inc., Veterans of the Abraham Lincoln Brigade, 
United May Day Committee. 
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Ours is a small independent agency, which, in essence is an administrative 
court. Our hearings are subject to all constitutional and procedural safeguards. 
Appeals from our decisions may be taken to the United States Court of Appeals 
for the District of Columbia and from there, upon application for a writ of cer- 
tiorari, to the Supreme Court. This agency was created primarily to give fair 
and impartial hearings in actions brought before us by the Attorney General 
against specific organizations which are charged either with being “Communist- 
action,” ““‘Communist-front,” or “Communist-infiltrated organizations.” 

During most of 1956, the Board was not able to make normal progress with its 
docket, due entirely to the unforeseeable circumstance which fines outlined. 
During this period of lesser activity, the Board lost several former staff members 
and delayed new recruitment. All of these factors resulted in savings in fiscal 
1957 which will not recur in fiscal 1958. 

The action of the Supreme Court in remanding the Communist Party case has 
not only caused a lag in other proceedings before the Board prior to December 18, 
1956, but has also resulted in greatly increased activity since that date in trying 
to take care of the ‘‘backlog” of cases because of the “remand.”’ This situation 
will continue through fiscal 1958. 

When requesting this hearing, Mr. Chairman, we also asked that the limitation 
of $20,000 on “travel” in our budget, be raised to “$30,000.’’ This request is 
made because the probabilities now are that the two cases involving ‘‘infiltrated 
unions,’’ which cases will be exceedingly lengthy, will exhaust the original request 
for $20,000 and there would therefore, be nothing left for other cases which must 
be heard outside of Washington, D.C. If the travel limitation should be reached 
before the end of fiseal 1958, we would have to discontinue the trial of all cases 
outside of Washington until the commencement of fiseal 1959. The Board feels 
that this would be most unfortunate and would greatly slow down our ultimate 
decisions. 

We shall do our very best to perform our work in a creditable manner on what- 
ever you gentlemen see fit to allow this Board for operating expenses. We feel 
however, that we can carry out the work the Board was created to do, more ex- 
peditiously and effectively if the $20,000 cut, made by the House of Representa- 
tives, is restored, and if the travel limitation is raised from $20,000 to $30,000. 

Because the present membership of the Subversive Activities Control Board is 
perhaps new to the Congress, I had some very brief biographical material about 
the present members of the Board prepared which I will be glad to furnish the 
committee, if it does not already have it. 

It has been a pleasure and privilege to appear before your committee, Mr. 
Chairman, and we shall be happy to attempt to answer any questions that you 
may have. 


Dorotuy McCutiover Les, Chairman. 
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BACKGROUND OF APPROPRIATION 


Senator Dirxsen. I might now present just a little background 
information on this appropriation, for the information of anybody 
who wants to read it in the record. 

You had for salaries and expenses in the fiscal year 1957 $350,000, 

Mrs. Len. That is right, sir. 

Senator Dirksen. Your estimate was $395,000 for fiscal year 1958, 
which is an increase of $45,000; is that correct? 

Mrs. Lex. That is right, sir. 

Senator Dirksen. The House committee has recommended $375,- 
000 for 1958, which is $25,000 over the 1957 appropriation, and $20,000 
below your 1958 estimate. So you would like to have the $20,000 
restored; is that it? 

Mrs. Leg. Not only that, Mr. Chairman, but we would like to 
have the ceiling on travel changed from $20,000 to $30,000. That is 
a very urgent request that we do make of you, because of eventualities 
that have come to light, particularly in the last month, and since we 
appeared before the House committee. 

Senator Dirksen. Mrs. Lee, could I suggest that, if you so desire, 
you paraphrase your statement for us. 

Mrs. Les. I will be happy to do that, Mr. Chairman. 

In this statement I attempted to place our problem before you as 
concisely as possible. I think it is probably a better job as far as 
far as being concise and to the point is concerned, than the one that 
was presented to the House. We worked it over considerably. 

In the first paragraph of my statement I do point out what our 
requests were, and what you have just stated, namely, a restoration 
of the cut of $20,000 made by the House and the raising of the ceiling 
on travel from $20,000 to $30,000. 

In this fiscal year, as I think you have mentioned, Mr. Chairman, 
our budget was $350,000. The reason for asking $395,000 is not an 
increase, in a way, as it has been made necessary by act of Congress. 


RETIREMENT FUND CONTRIBUTION 


Now, we must contribute to the retirement fund for employees 
$20,900, and the executive pay bill increased our personnel costs by 
$25,500, which makes $46,400; but we rounded it out and asked for 
$45,000. When you add that to the $350,000 we have in this fiscal 
year, that produces the figure of $395,000. 

Senator Dirksen. So the item under the executive pay increase of 
$25,500 and the contribution to the civil service retirement fund, of 
$20,900, are actually noncontrollable items; are they? 

Mrs. Lup. Yes. 

I want, in frankness, to say something, and I bring it out in my 
written presentation. In the present fiscal year that we are in now, 
fiscal ee we were confronted with the problem of the executive pay 
raise bill. 

I think our contribution to the retirement fund will begin with 
July. We have not reached that yet. But we did have the problem 
of the executive pay raise. 

In fiscal 1957, Mr. Chairman, we absorbed that in our budget of 
$350,000, 
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COMMUNIST PARTY CASE 


By the way, I became Chairman just in January, so that I am 
fairly new at this, but there were things that the former Chairman 
could not have anticipated when he presented his 1957 budget. The 
fact actually was that the first and main case that this Board tried— 
this Board is really sort of a court, of a type, a quasi-judicial agency, 
surrounded witli practically all the due process provisions that you 
would find in a Federal district court—the first case that was heard 
by the Board, which was constituted, incidentally, in 1950 by the 
Internal Security Act of 1950, was the case of the Attorney General 
against the Communist Party of the United States of America. In 
that case the Board did find it was a Communist action organization 
within the definition of Congress. The case was then appealed to 
the circuit court, and the circuit court held with the Board, and it 
was then appealed to the Supreme Court. Probably the Supreme 
Court took the case because of basic constitutional questions raised— 
I presume that was the principal reason—that were involved in the 
case on appeal. 

In April of 1956, just a very few months before fiscal year 1957 
started, the Supreme Court remanded that first and basic case to the 
circuit court, and the circuit court in turn sent it back to the Board, 
not on the constitutional issues, but because after the case left the 
Board and while it was in the court of appeals, the Communist Party 
moved for a remand on the ground that three of the Government’s 
witnesses were perjurers. One of them was a well-known name we 
read about, Harvey Matusow, and the other two are not so well known. 
The court of appeals denied that motion. 

The Supreme Court ruled that our Board should do one of two 
things; that it should reopen our case and give the Communist Party 
the opportunity of impeaching those three people, or, in the alterna- 
tive, it should expunge all of their testimony; and that, having done 
one thing or the other, the Board should then reevaluate the whole 
case and the evidence, and decide whether its decision should be 
changed. 

That process took about 8 months, Mr. Chairman. The case came 
back in April of 1956, and the first half of fiscal 1957 we were still 
engaged in reappraisal of that case. There were a lot of motions 
made which were disposed of by the Board, but I will not take the time 
to go into that, unless you want me to do so. 

That had the effect of holding back further proceedings on what we 
call the “front” cases, which are cases brought by the Attorney 
General against alleged front organizations; because, until you had 
adjudication in the main case, that it was a Communist action organi- 
zation, you obviously could not have a front for something that maybe 
did not exist. 

The Board reaffirmed its decision on December 18, 1956, and so, 
beginning with January, we were once again able to go forward with 
our normal docket which had been held back. And we are going 
forward with that very rapidly. 
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TOTAL CASELOAD 


Senator ELLENDER. What is your caseload now, Mrs. Lee? 

Mrs. Ler. As of today, we have 13 active cases in various stages, 
Senator. 

Senator ELLENDER. How does that compare with, say, 2 years ago, 
or a year ago? 

Mrs. Ler. As I say in my statement here, as of January 1, 1956, 
we had 10 cases, and during the year 1956, the calendar year, we 
received 5 more from the Attorney me So we had 15 in calendar 
year 1956. 

We are still working on those 15, except that it is now down to 13, as 
of today, and we believe that as of the end of this fiscal year it will be 
down to 10. 

This is the backlog of cases, some of which will run into fiscal year 
1959, because they are very long cases. Two of them involve in- 
filtrated unions. One case will probably take a year, and the other 
case will probably take over a year, just to take the testimony. 

Then there is the matter of the recommended decision of the member 
examiner and finally the final decision of the Board. 

The Department of Justice tells me orally that they estimate they 
probably will be giving us between 6 and 10 new cases during fiscal 
1958. I believe that we can finish three more cases, by entering a 
final Bowrd order in them by the end of June. So we will have a 
backlog then of 10 cases on July 1, 1957, 2 of which are exceedingly 
long and complicated cases. 

Senate ELuLenpeR. How many cases do you dispose of a year, 
generally? 

Mrs. Leg. Of course, I am very new to this Board, Senator. I 
came on the Board in September and I became the Chairman in Jan- 
uary. But I have read the history rather carefully. 

Senator ELLENDER. You succeeded former Senator Cain; did you 
not? 

Mrs. Les. As a Board member. As Chairman, I succeeded Gov. 
Thomas J. Herbert of Ohio, who was elected to the Supreme 
Court of Ohio, and who resigned for the purpose of taking his seat on 
the bench. 

May I say one thing, Mr. Chairman. The caseload, I think, his- 
torically, is very unpredictable, except for your backlog, namely, the 
cases you have, and which you know you have. But otherwise it 
depends entirely on how many you get from the Attorney General, 
and you do not have any real way of knowing until they are filed. 

The first 3 years of this Board they had the 1 case, the main case, 
which came back on remand in 1956. After that they had several front 
cases filed. 

NEED FOR ADDITIONAL TRIAL EXAMINER 


If you look back historically in this budget you will find, for instance, 
that in 2 different years the Chairman asked for 6 trial examiners. 
The trial work, the evidentiary work, taking the evidence, has been 
done by the Board members themselves, and that continues to be 
the practice. But, at one time they asked for six trial examiners. 
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We have one trial examiner; the other cases are being tried by 
members. We will have to have one more trial examiner in order to 
carry this load, I am sure. 

It is a very uneven load, Senator Ellender, depending on these 
eee and appeals, and the cases differ very greatly in length as 
to trial. 

I would say the average case takes from 8 to 17 months, of which 
about 5 or 6 months are consumed in taking evidence, and the rest, in 
the other part of the procedures—a recommended decision, exceptions 
thereto, and then a final Board decision. 

In the two cases, one of which is now underway, one of which will 
start next month, which involves infiltrated unions, one will take 
probably a year, just taking evidence; and that is being heard by a 
Board member, former Governor Cherry, from Arkansas. The other 
one, which starts next month in New York City, and which will be 
heard by a member will take, perhaps, over a year. I suppose it 
could be 15 months taking the evidence in that case. They are very 
long, involved cases. 

So you see it is hard to predict an average. They used to try to 
do that, and they used to say 8 months per case, Senator, but, ob- 
viously, on these 2 infiltrated union cases, that could not be the 
yardstick. 

Senator Dirksen. Mrs. Lee, the Board was originally created 
under the Subversive Activities Control Act of 1950; was it not? 

Mrs. Ler. That is right, Senator. 

Senator Dirksxn. I presume it was modified since then. 

Mrs. Ler. It was modified in 1954 to include infiltrated unions or 
management organizations. 


LIST OF CASES ADJUDICATED 


Senator Dirksen. I suggest that you submit for the record, by 
years, starting with the creation of the Board in 1950, a list of all the 
cases that have been adjudicated by the Board. 

Mrs. Ler. That is in the House record, Senator, but we will be 
glad to resubmit it. It is in an exhibit in the presentation to the 
House. I presumed I should make this presentation a little shorter. 
I was advised that you take into consideration the House presenta- 
tion. As I say, this is my first time before your committee. 

(The information referred to follows:) 
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ACTIVE DOCKET 


Senator Dirksen. I notice that in your statement, on page 4, you 
use the word “active’’ in reference to the docket. Is there an “in- 
active” docket? 

Mrs. Lez. No. A case is “active,’’ Senator, until the Board has 
entered its final order, until the Board is through with it. Then these 
cases are all appealed, and they start up through the appellate route. 
They are still Board cases, but they are not on our active docket, as 
they are up in the Circuit Court of Appeals. 

Senator Dirxsen. I notice in the data that you submitted for the 
House record, that you have a docket of your completed and active 
cases as of February 28, 1957. 

Mrs. Len. That is right. And the attachment A which you have 
there, is an attachment to my statement here, which is as of today, 
April 2, 1957, and is a little different. 

Senator Dirksen. Does that include all the cases you handled in 
that period of time since the creation of the Board? 

Mrs. Ler. The House exhibit does, sir. There are two House 
exhibits. The second one shows the active cases as of February 28. 
The exhibit to this written statement, which is attachment A, shows 
the active docket as of April 2. It changed just a little bit. So we 
brought this up to date, Senator. 

Senator Dirksen. If that is reasonably up to date, we can use 
that table, but I think it should be inserted into the Senate hearings, 
because the members of the Senate generally do not have advantage 
of the House hearing record. The members of the Appropriations 
Committee do, but for purposes of debate on the floor they are not 
available, and so on. 

Mrs. Lez. Would you like our exhibit A, which was attached to 
the House statement, Senator, which would show all the cases the 
Board has handled from the beginning? 

Our exhibit A to our statement to this committee shows the active 
cases that are still pending in some stage before our Board. 

Senator Dirksen. Yes. 

Now, would you like to say something about the travel item? 

Mrs. Ler. I would like to speak especially about that, Mr. ‘Chair- 
man. I probably should say this: I did not build this budget which 
is before you, as it was built by the preceding chairman. Mr. Kicsar 
here was “the budget officer for our Board until last December. He 
is with the SEC now, and we have a new budget man, who is sitting 
back there learning about our work. We borrowed Mr. Kicsar for 
purposes of these hearings. 

Apparently the former chairman, Governor Herbert, built this 
budget to meet the caseload we have, taking no cognizance of addi- 
tional cases we might get from the Attorney General during the coming 
year. 

It seems to me that that is about the situation. However, what- 
ever amount you gentlemen see fit to allow this Board, we will do a 
creditable job, I] am sure, even without the $20,000. As I mentioned, 
our work has increased greatly since January. We now have 36 
people on our payroll. We must put on another trial examiner, and 
that necessitates one stenographic spot. That we must do. 
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If we must take this cut, all of it or part of it, we will just have to 
re-evaluate our whole budget and our whole staff. We will not. be 
able to do a thing about reducing the number of lawyers. Legally 
we are understaffed. Stenographic help, I think, is about the same. 
And we just have to have one more trial examiner. We have two 
cases that should be set for trial now but we have nobody to try them. 

The members are all occupied trying cases, and the one trial exam- 
iner we have is occupied. 

But we would do something, if it is the judgment of you gentlemen 
that we should be cut. 


TRAVEL LIMITATION 


The travel item is apt to be a very serious thing. I have not just 
developed these figures out of thin air. I have had the bookkeepers 
go back and find out what it costs to keep a member on the road 
hearing cases. 

T might say also, Mr. Chairman, that we must usually go to the site 
of the respondent’s organizational headquarters, particularly for the 
respondent’s side of the case. Additionally, there are decisions in- 
dicating that big government cannot force individuals or groups who 
make a showing that they have not the money to come to Washing- 
ton, to come here, and still comply with due process. 

So we must go outside of Washington when they make a sufficient 
showing, which they seem usually to do. 

Now we have these 2 big cases, these 2 cases where union infiltration 
is alleged. Based on my analysis of what other cases have cost to keep 
hearings on the road, I will say that the member examiners are very 
frugal in conducting hearings on the road. There is not a thing in 
their financial statements but the per diem and the transportation 
costs. A member has to have his administrative assistant with him 
just as a judge would need a clerk of some sort to do the paperwork. 

Sometimes they have to have an attorney come out when they get 
some very knotty legal problems, and work with them perhaps a 
few weeks. 

We Board members are all lawyers, but it is a matter of how thin 
you can spread yourself when you are trying a case. 

The $20,000, for travel, as far as I can see, will be more than ex- 
hausted by just those two cases. I do not see how it could be other- 
wise. It seems to cost about $1,500 a month to keep the average 
member on the road. With a case that will take a year to try, and 
a case that will take better than a year, you can see how far the 
$20,000 would go. 

None of this money is ever used to go to conferences, or anything 
like that; this is purely to go and hold court. 

We have another case that has already had the pretrial in Cali- 
fornia, and I had hoped that all of that expense would happen in this 

resent fiscal year, because we now have the money, since we were 
held back with that remand of the main case. 

But it probably is going to be projected into fiscal year 1958. So 
there is another case. 

There are some cases we have not yet set, and the Department of 
Justice says it is going to give us some more cases. 
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The trouble, Mr. Chairman, witn that picture is that what could 
happen is that we would have to stop trying cases until we got a 
supplemental appropriation, or until the next fiscal year rolled around. 
Our Board feels, and I certainly feel, that that would be a tragedy 
if it happened. As it has been explained to me, that limitation on 
travel is a true limitation, and even though you would want to try to 
save somewhere else, you could put no money iato your travel item. 
It does not increase our budget, but it could restrict our ability to 
hold cases out around the country. 

Now, we did not need to hold outside cases this last year, because 
everybody was held right here in Washington on the remand, you see. 
We have a surplus of travel money for fiscal 1957. But it is the 
probable picture for 1958 that worries me very much. 

Senator Dirksen. Are there any questions? 

Senator ELLenprEr. No. 

Senator Dirxsen. I think that will take care of the situation, 
Mrs. Lee. Thank you very much. 

Mrs. Lez. Thank you. 

(Whereupon, at 1:25 p. m., Tuesday, April 2, 1957, the hearing 
was recessed subject to the call of the Chair.) 
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THURSDAY, MAY 16, 1957 


Untrep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 11:25 a. m., pursuant to recess in room 
G-16 of the Capitol, Hon. Warren G. Magnuson, chairman of the 
subcommittee, presiding. 
Present: Senators Magnuson and Dirksen. 


GENERAL PROVISIONS 


GENERAL SERVICES ADMINISTRATION 


STATEMENT OF MAX MEDLEY, COMPTROLLER OF THE GENERAL 
SERVICES ADMINISTRATION 


EFFECT OF COST OF SPECIAL EQUIPMENT ON AUTOMOBILE PRICE 
LIMITATION 


Senator Maanuson. There is one item that you have. On page 
10, line 4, change the period to a semicolon and add: 

Provided, That the cost of any special feature or equipment required for the 
use of the vehicle in carrying out investigative, law enforcement, or intelligence 
duties shall be in addition thereto. 

What is that about? 

Mr. Meptey. Mr. Chairman, that deals with the general Govern- 
ment matters appropriation bill, H. R. 5788, which includes the 
limitation on the amount that can be paid for automobiles, which the 
House raised a little bit this year. 

However, there has been a development recently which gives rise 
to the proposed amendment before you at this time. 

We had previously been furnishing some automobiles with special 
equipment under a 1938 decision of the Comptroller General which 
held, among other things, that certain special equipment required by 
law-enforcement agencies would not be considered against the pur- 
chase limitation. 

Recently GAO has questioned some of the items of special equip- 
ment, which we acquire mainly for security agencies, such as the 
FBI, and the Secret Service, and, therefore, we felt that the best way 
to resolve that question was with the insertion of this language, if the 
chairman agrees. 

Senator Maanuson. It gives you some flexibility. 
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Mr. Meptey. Principally it will clarify the matter for us and for 
the General Accounting Office. 


Senator Magnuson. I think it ought to be cleared up because we 
have it all the time. 


JUSTIFICATION 


I have nothing further on that. We will place your justification 
in the record. 


(The justification referred to follows:) 


GSA AmENDMENT No. 1: ‘GENERAL PROVISIONS, GENERAL GOVERNMENT 
Marrers APPROPRIATION Bini, 1958; H. R. 5788” 


PROPOSED AMENDMENT 


On page 10, line 4, change the period to a semicolon and add “Provided, That 
the cost of any special feature or equipment required for the use of the vehicle 
in carrying out investigative, law enforcement, or intelligence duties shall be in 
addition thereto.” 

BUDGETARY DATA 

Not applicable. 


LEGISLATIVE HISTORY 


1. House hearings, pages 90 to 104; specifically, discussion on pages 101 and 
102, as follows: 

“‘Mr. ANDREws. Are there any police agencies, such as the FBI or any other, 
that are not under this limitation today? 

‘Mr. DuNxKLE. They are all under this limitation. There is a Comptroller 
General’s decision that permits certain police-type activities to exclude the cost 
of special equipment peculiar to their mission from the limitation.” 


JUSTIFICATION OF AMENDMENT 


GSA’s response to the committee’s question quoted above was based on 
historical practices followed since 1938 under our understanding of a Comptroller 
General’s decision (18 CG 120, et al.). 

Included among the special features provided on vehicles for police-type 
activities, when requested without regard to the limitation, are (1) high-powered 
eight-cylinder engines, (2) heavy-duty generators and batteries, (3) alternator 
rectifiers, (4) heavy-duty springs and shock absorbers, (5) nylon tires, etc. 

In a letter of April 19, 1957, the Acting Comptroller General has upset the 
historical application of the earlier decision and has concluded that the extra 
cost of equipment of the above type must be charged against the limitation. 

The technical amendment herein proposed is necessary to clarify application 
of the limitation in accord with long-standing practices on which there appears 
no evidence of disagreement by the Congress. 


Senator Macnuson. That concludes the hearing on this bill. 


(Whereupon, at 11:30 a. m., Thursday, May 16, 1957, the hearing 
was concluded.) 
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